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WHAT IS...
Progressive Economy

OBJECTIVE 
Progressive Economy is an initiative launched in 

2012 with a major objective: generate a truly public 
and informed debate on economic and social policy 
at national, European and global levels and actively 
promote progressive thinking at academic and at 
political levels. Progressive Economy is a long-term 
initiative with a strategic vision of its contribution to 
progressive thinking and action.

Without public debate, without clear policy 
choices, there can be no real democracy. Lack of 
choice breeds frustration, populism and the growth of 
anti-politics. Progressives have a duty to demonstrate 
to citizens that they do have a choice and to do what 
it takes to win the battle of ideas in these core areas 
for the future of our societies.

That is why the S&D Group has launched the 
ProgressiveEconomy initiative, which will create a 
new and open space for public and informed debate, 
and which will contribute to build a contemporary 
progressive economic and social vision for Europe.

ONGOING 
ACTIVITIES 

The initiative started back in November 2012 
with support given to the publication of the first 
Independent Annual Growth Survey (iAGS). The 
second iAGS was released in November 2013. Each 
year, several economic institutes (OFCE, IMK, ECLM) will 
publish an iAGS, providing detailed analysis, forecasts 
and recommendations for the European economy.  
Progressive Economy is proud to support this work, 
which for the first time provides a solid alternative 
to the Commission’s own Annual Growth Survey 
report that forms the basis for the annual definition of 
Europe’s economic policy at European Council level, 
and of country-specific recommendations.

The initiative was then publicly launched at a first 
annual forum in Brussels on Thursday 7 March 2013, 
close to the Spring European Council, with high-level 
participants from politics, academia, media and civil 
society. The initiative will retain the concept of one 
major annual gathering, within which the different 
parts of its activities and the many people involved can 
come together. The second annual forum took place in 
March 2014 in Brussels in the form of a “Progressive 
Economy Forum” under the theme “INEQUALITY”. 
The aim of this annual Forum is to bring together an 
ever larger number of progressive individuals from 
academia, politics, trades unions and civil society 
actively engaged in, and committed to reinforcing and 
promoting progressive ideas in the economic and social 
fields across Europe and globally.

STREAMS OF 
WORK 

PEAC: PEAC (Progressive Economy Academic 
Project) is aimed at fostering progressive academic 
research and networking on economic and social 
issues, and at facilitating the transmission of academic 
knowledge into political processes, notably through 
an annual “Call for Papers”.

PEPA: PEPA (Progressive Economy 
Parliamentary Alliance) is aimed at deepening and 
broadening the democratic dimension of European 
economic and social governance at EU, Eurozone 
and Member States’ levels, and at contributing to 
a fundamental and durable change of policy in the 
economic and social fields in line with commonly 
defined progressive policy concepts and values. It 
includes an Annual PEPA Assembly, of which a first 
meeting took place on 4-5 December 2013. Several 
meetings taking place in national parliaments are 
planned for 2014.

PROGRESSIVE ECONOMY EVENTS: 
In order to contribute to an open and inclusive 
exchange of ideas and experiences among 
progressives across Europe, Progressive Economy will 
run a rich programme of events in different parts of 
Europe. During 2013, events took place in Rome, 
Lisbon, Brighton, Bordeaux and Budapest. These will 
also be connected to PEPA. 

POLICY ISSUES: Across its range of 
activities, the initiative addresses three policy issues, 
being: “Growth in Crisis”, “Progressive Labour 
Markets” and “Equal Society”. Furthermore the 
initiative aims at strengthening both knowledge 
and policy responses in these areas through tailored 
studies and a series of workshops.

JOURNAL FOR A PROGRESSIVE 
ECONOMY: The initiative’s activities feed into a 
regular publication of contributions from academics, 
policymakers and other key stakeholders, the aim of 
which is the circulation of progressive thinking and 
the transmission of knowledge and ideas between 
the academic and political spheres.

WEBSITE: The new Progressive Economy 
website plays an active role in developing the PEAC 
and PEPA projects and, more generally, in providing 
an important source of information and exchange for 
progressives on economic and social challenges.

www.progressiveeconomy.eu

twitter.com/ProgressEcon

facebook.com/
euprogressiveeconomy
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Hannes Swoboda,  
MEP, Austria, 
President of the S&D 
Group in the European 
Parliament 
(2012-2014)

Foreword

March saw the enormously successful Progressive Economy Annual 
Forum take place in Brussels. As well as the hundreds of audience 
members who came in person, more than 5,000 people joined us 
online – a clear sign of the importance of inequality today. Combined 
with the persistently high rate of unemployment, this proves the need 
for new policies and measures for economic growth and employment.
 

This edition of the journal is intended to give a flavour of the 
wide range of debates that took place at the Annual Forum. From 
the keynote speeches of Martin Schulz MEP, the PES candidate for 
European Commission President, and Joseph Stiglitz, Nobel Prize-
winning economist and one of the foremost academics in the world 
today; to the exceptional presentations by the next generation of 
academics who participated in Progressive Economy’s first ever Call for 
Papers; to the plenary and breakout sessions featuring politicians and 
stakeholders from across Europe, the debates were varied and exciting.

The Forum also led a month later to the launch of an important 
and inspiring “Call for Change” by the initiative’s Scientific Board, of 
which both the short press version and the full version are included in 
this Journal.
 

As the dust gathers after this year’s European elections and the 
shape of the new European Parliament and Commission become 
clear, it is my hope that the work of Progressive Economy will 
continue in full flow, and that the fight against inequality will shape 
Europe’s priorities over the next five years. There is no time to 
waste – this journal is a contribution to analysing the problem and 
providing some potential solutions.



Years of devastating austerity policies did not limit 
or shorten the downturn; they made it deeper 
and longer than it would otherwise have been. 
The IMF, the European Commission and many 
European governments together imposed mistaken 
policies based on flawed beliefs and simple-minded 
ideas. These policies stabilised the European 
banks, and little else. They made conditions in the 
crisis countries worse. We note that the research 
department of the International Monetary Fund 
now largely supports this conclusion. 

The results are clear today. Unemployment has 
exploded, and has hit young people hardest. 
About one-third of the unemployed are already 
trapped in long-term unemployment. Poverty 
and social exclusion have reached absolutely 
shocking proportions. Cohesion and solidarity, once 
cornerstones of European integration, have vanished 
from the discourse. Deflation threatens. Debt to 
GDP ratios continue to rise. Falling investment 
alongside emigration of the skilled will impair 
productivity growth in many European countries. 
Inequality is on the rise and has become a threat 
to Europe as a whole. Life chances among children 
are more unequal today than at any time in the last 
thirty years.

Credible analysis by independent economic 
institutes, and more recently by the European 
Commission’s own economic services, has shown 
that a different approach would have avoided 
the double-dip recession in most countries and 
the very severe depressions in the crisis countries. 
Furthermore, it would have led to the same debt to 
GDP ratios in the longer run.

Specifically, a comprehensive policy involving 
income stabilisation, a more considered and 
growth-oriented approach to fiscal consolidation, 
increased social and infrastructure investments, 
debt restructuring, and social support would have 
produced both stronger economic performance and 
a better debt and financial outlook.

We believe that profound change is needed, and 
we urge those who will bear political responsibility 
across all of the EU’s institutions after the 
forthcoming European elections to support such 
change. This is what we have expressed in our 
common call.

First of all, the EU must end the crisis and re-launch 
its economy towards sustainable growth and jobs. A 
new macroeconomic strategy is possible and can be 
conducted rapidly. Such a strategy should have five 
major elements: growth-oriented public finances, 
a new strategy towards public debt including the 
restructuring of debt in crisis countries, resolution 

of insolvent banks, a truly active and inclusive 
employment policy and a new European programme 
of social solidarity. This should include new public 
infrastructure investment of an annual 200 billion 
euros leveraged through an additional increase of 
10 billion euros in the European Investment Bank’s 
paid-in capital, to pursue Europe’s ecological 
transformation and to re-build its competitive edge. 

Once a new macroeconomic strategy has started 
to re-launch the economy and job creation, the EU 
will need to take a fresh look at its existing rules 
and institutions in the field of European economic 
governance. A thorough re-design is unavoidable 
- making rules less cumbersome, less pro-cyclical, 
more prone to respond quickly and effectively to 
economic shocks, and making decision-making 
processes more democratic - and can be achieved 
within existing Treaties.

Secondly, Europe needs to respond strongly to the 
dramatic rise in inequality. There is no evidence 
that reducing inequality will reduce a nation’s 
growth performance. On the contrary, current 
levels of inequality have shown to generate 
economic instability and to negatively affect our 
societies through a range of channels. Europe’s 
governments need to reduce inequality before it 
destroys the fabric of our societies. We are calling 
for a new egalitarian strategy. This should combine 
policy action in the areas of taxation, wages, social 
insurance and regulations, and rely on the setting 
of goals for the reduction of inequality within 
countries. Ultimately, the EU should move towards a 
proper European Social Union, supporting national 
welfare states on a systemic level and guide the 
substantive development of national welfare states.

Lastly, the EU needs to guarantee a fair life chance 
to all children. We know that when children from 
disadvantaged families have good access to quality 
childcare and education - and to food while at 
school - equal opportunity becomes a realistic goal. 
The EU has a moral obligation and an economic 
interest in re-building equal opportunity in a 
joint effort among its member states. European 
and national actions could be conducted and 
coordinated within a European Child Equal 
Opportunity Programme. 

We believe that there is a way forward, provided 
that the shortcomings of the current system, and 
the policy errors made, are honestly and properly 
identified and overcome. This could provide 
the opportunity for a new approach capable of 
building a more egalitarian, prosperous, ecologically 
responsible and stable European society. Such a 
model would, in turn, influence how the world will 
evolve in the decades to come.

A Call for Change - Short Version
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Despite more than fifty years of European 
integration, today’s European Union is still a 
vulnerable and unfinished construction, which has 
drifted out of touch with the concerns of its citizens 
and, even, is increasingly seen as a direct source 
of those concerns - the number one being mass 
unemployment. 

The EU’s political fragility has been made worse by 
the damage the on-going crisis has inflicted and 
continues to inflict on its citizens, on its economies 
and welfare systems, and increasingly, on the 
quality of its democracies. The lack of both political 
will and broad public support for further political 
integration and in favour of cross-country solidarity, 
together with the ill-conceived economic policy 
strategies pursued since the outset of the crisis, 
have raised the possibility of a collapse not only of 
the Eurozone, but of the entire European Union. 

These difficulties are associated with the 
dysfunctional nature of today’s global market 
system, which produces both great wealth and vast 
inequality. The EU will not regain strong support 
unless it embraces, and is seen to embrace, a new 
and more equal system.

Europe needs to stand for sustainable growth, 
quality jobs, fairly shared prosperity and an equal 
opportunity for all children, regardless of nationality, 
inspired by a new egalitarian ideal. Today, it stands 
for none of these.

We address this call for change to those who 
will bear political responsibility across all of the 
EU’s institutions after the forthcoming European 
elections, and more widely to all of those who can 
help to promote such change.

INTRODUCTION

 A Call For Change



15

INTRODUCTION



Years of devastating austerity policies did not limit 
or shorten the downturn; they made it deeper and 
longer than it would otherwise have been. How do 
we know this? Simple: we can compare the rapid 
stabilisation that happened in the United States, 
where austerity did not take hold quickly, with the 
prolonged recession of the Eurozone and the deep 
depression in the crisis countries. 

The IMF, the European Commission and many 
European governments together imposed mistaken 
policies based on flawed beliefs and simple-minded 
ideas. These policies stabilised the European 
banks, and little else. They made conditions in the 
crisis countries worse. We note that the research 
department of the IMF now largely supports this 
conclusion.

Having failed to protect the citizens of Europe from 
needless damage, Europe’s policymakers have 
fostered deep mistrust in Europe itself. The obvious 
consequence is the rise of nationalist, xenophobic 
and anti-European forces in certain countries. This is 
the latest development in a sequence of events that 
may take Europe over the brink of economic, social 
and political disaster.

European policy makers failed to grasp the full 
severity of the financial debacle that emerged 
from the United States in late 2008. They failed to 
stop the speculative attack against the Eurozone 
bond markets in 2010. Then in 2011 and 2012, 
they imposed severe fiscal austerity, deepening 
the recession in most of Europe and driving some 
countries into depression. 

The policies imposed in the crisis countries have 
been growth reducing and socially unjust. They 
include sharp reductions in public investment, 
unprecedented cuts in wages and pensions, 
reductions in social expenditures that affected the 
most vulnerable, and excessive increases in taxation 
of wage earners, all leading to rising unemployment 
and the destruction of core social institutions. 

Credible analysis by independent economic 
institutes,1 and more recently by the European 
Commission’s own economic services,2 has shown 
that a different approach would have avoided 
the double-dip recession in most countries and 
the very severe depressions in the crisis countries. 
Furthermore, it would have led to the same debt to 
GDP ratios in the longer run.

FIRST CHANGE: 
End this crisis and re-launch 
sustainable growth and jobs

 A Call For Change - End this crisis and re-launch sustainable growth and jobs
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Specifically, a comprehensive policy involving 
income stabilisation, a more considered and 
growth-oriented approach to fiscal consolidation, 
increased social and infrastructure investment, 
debt restructuring, and social support would have 
produced both stronger economic performance and 
a better debt and financial outlook.

The depressing transformation of the European 
Union into an “Austerity Union” was driven by at 
least five factors: 

a.  Flaws in the design of the European Economic 
and Monetary Union, including the lack of a 
banking union with strong Eurozone institutions 
and a minimal fiscal backstop.3

b.  Bad advice given by the European Commission to 
national policymakers over the years. 

c.  Spill-over effects from the United States to 
Europe, and across European countries, notably 
due to simultaneous fiscal contraction in highly 
interdependent national economies, which 
European policymakers have consistently ignored.

d.  A rules-based and largely undemocratic economic 
policy making process within the EU and the Euro 
area, with strongly pro-cyclical effects. 

e.  A failure to react, as the national social and 
political repercussions of austerity policies 
became even more severe.

The results are clear today. Unemployment has 
exploded, and has hit young people hardest. About 
one-third of the unemployed are already trapped 
in long-term unemployment, increasingly suffering 
from its multiple negative consequences on their 
livelihoods. Poverty and social exclusion have 
reached absolutely shocking proportions.4 Cohesion 
and solidarity, once cornerstones of European 
integration, have vanished from the discourse. 
Deflation threatens. Debt-to-GDP ratios continue 
to rise. Falling investment alongside emigration of 
the skilled will impair productivity growth in many 
European countries. Inequality is on the rise through 
a range of channels.5

Profound change is needed, from the actual 
conduct of economic policy to the teaching of 
economics and public policy in our universities.6 
Ultimately, this should lead to changes in the 
structure of European institutions. A misguided 
approach to economic policy is found not only in 
Europe, but the crisis in Europe means that it is in 
Europe that change is most urgently needed.
.

A new macroeconomic strategy 

A new macroeconomic strategy is possible. Such a 
strategy should have five major elements: 
a) growth-oriented public finances, 
b) a new strategy toward public debt,  
c) resolution of insolvent banks,  
d) a truly active and inclusive employment policy 
and  
e) a new European programme of social solidarity. 

a.  A more balanced approach to public finances 
and sufficient public investment are the two 
pillars of a growth-oriented fiscal policy. The 
EU urgently needs to develop a new growth-
oriented approach to public finances. While fiscal 
responsibility is indispensable among member 
states, even more so for those in monetary union, 
the way in which it is exercised must be re-
thought. In the short run, a more considered and 
growth-oriented approach to fiscal consolidation 
should be permitted on a country-specific basis 
and national budget policies must be encouraged 
to provide once more for necessary investments 
in infrastructures (with particular attention 
paid to environmentally-friendly infrastructure 
investments), research, and social investments 
(that, for example, focus on health, childcare, 
education, and training). As a first step in this 
direction, the European Commission should at 
last start to take due account of government’s 
productive public investment expenditures when 
conducting surveillance of government finances.7 
In the longer run, improved EU procedures and 
rules on the conduct of national budget policies 
must avoid any pro-cyclical bias, such as the one 
that has prevailed during this crisis. They will need 
to provide for a more positive policy environment 
for social and infrastructure investment as well as 
for sufficient responsiveness against unexpected 
economic shocks.  
 
 With regard to public infrastructure investment, 
the EU needs an approximate annual 200 billion 
euros until 2020 according to independent 
research and to the European Commission’s own 
estimates. A significant part of this investment 
is essential to pursue Europe’s ecological 
transformation - including its contribution to 
the global fight against climate change. This 
amount covers identified public investment needs 
in transport, energy efficiency, and renewable 
energy and network integration. One path is to 
expand the use of project bonds by leveraging the 
EU budget. Another path is to further boost the 
European Investment Bank’s (EIB) paid-in capital. 

 A Call For Change - End this crisis and re-launch sustainable growth and jobs



An additional increase of 10 billion euros can 
finance increased investment for innovation, 
especially but not only in the countries suffering 
most from the crisis, as well as target SME financing 
more forcefully. Alongside the EIB, the European 
Investment Fund can provide resources to support 
investment and innovation by business firms in the 
private sector. Within its mandate, the European 
Central Bank can support both institutions. 

b.  Problems in sovereign debt markets must 
be addressed via new instruments and 
approaches. While the European Central Bank 
has contained sovereign bond yields for now, this 
alone cannot solve the sovereign debt problem, 
and new steps are now essential. In recent 
years, several proposals have been worked out, 
which aim at stabilising the market for public 
bonds. Important proposals include the Modest 
Proposal’s argument for ECB-bonds, and the 
recent proposal for Basket-Eurobonds.8 The 
search for a politically viable plan must continue, 
despite major resistance. In the meantime, the 
excessive debt burden of the crisis countries must 
be reduced through timely and effective debt 
restructuring.

c.  Where banks are insolvent, they must be 
resolved. European banking strategy must break 
the toxic link between national governments 
and national banks, and permit EU institutions 
to resolve failed banks wherever they may be 
found. The recent agreement on ‘banking union’ 
leaves national decision-makers responsible for 
the resolution of national banks, and that is a 
formula for problems. An effective banking union 
or case-by-case process must have a common 
recapitalisation fund and resolution authority 
empowered to restructure insolvent banks and 
return them to competent private hands. The 
key is to have efficient, workable and apolitical 
institutions and procedures.

d.  A truly active and inclusive employment 
policy must be deployed across member 
states. The crisis has put renewed pressure on 
the social dimension of Europe’s labour markets. 
It is argued that mass unemployment - which 
most dramatically affects young people and 
which is increasingly long-term in nature - can 
only be fought by reducing labour protections 
and labour costs. This ignores evidence of the 
positive impact of collective bargaining and 
good employment conditions on productivity. 
Positive experiences in certain countries have long 
demonstrated that labour markets can be both 
socially sound and economically well-functioning. 
This experience should not be forgotten during 

the crisis, but should become a model across 
member states. This application of best practice 
should include the promotion of collective 
bargaining at all levels, sufficiently high social 
investment in education, training and re-training, 
active labour market policies to support the 
unemployed in re-entering the labour market 
rapidly and in good conditions, and decent pay.

e.  Stabilizing the incomes and social conditions 
of Europe’s most vulnerable populations is a 
vital economic policy measure. The model of 
reserving social insurance solely to nation-states 
in Europe has failed the test of crisis. This model 
must be changed. We propose, below, to begin 
by creating a social solidarity fund, to provide 
food assistance where it is most needed. Further 
steps along similar lines should follow in due 
course.  

Once a new macroeconomic strategy has started 
to re-launch the economy and job creation, the EU 
will need to take a fresh look at its existing rules 
and institutions in the field of European economic 
governance. A thorough re-design is unavoidable 
- making rules less cumbersome, less pro-cyclical 
and more prone to respond quickly and effectively 
to economic shocks, and making decision-
making processes more democratic. Important 
improvements are possible within the existing 
Treaties.

 A Call For Change - End this crisis and re-launch sustainable growth and jobs
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Inequality is now a threat to Europe 
as a whole 

Inequality has risen dramatically over three decades. 
Thanks to a wealth of new research, we now have 
a much better understanding of the evolution of 
inequality and of its drivers.9 We also know which 
policies work well, especially where inequality has 
been held in check, as in parts of Scandinavia, and 
where it has been reduced successfully in recent 
years, such as in Brazil and Chile. 

Rising inequality has resulted in an explosion of 
poverty and social exclusion. One European adult 
out of four is at risk of poverty or social exclusion. 
That is 125 million people, and the numbers keep 
rising. Among children, the figure is moving close 
to one in three, which is both a moral scandal and 
a tragic waste of human capital. Nearly 30% of 
Europe’s working age adults living in jobless and 
poor households receive no support from social 
transfers (nearly 70% in Greece today). Over 40 
million people are suffering from food poverty, 
limited access to health services and associated 
health inequalities. Europe’s shameful poverty is 
most concentrated in Eastern and in Southern 
European regions, but there is significant poverty in 
most other member states.

Inequality has been rising in a number of European 
countries even more rapidly than in the USA. Since 
the early 1980s, the share of national income 
captured by the top 1% has more than doubled in 
Portugal. Other countries, such as Sweden or the 
UK, have experienced similar increases in inequality, 
while in some other countries such as France, rises 
appear to have been more contained (15%).10 
Wealth distribution is likely to be even more skewed 
than income distribution.

Recent increases in the concentration of wealth 
are associated with rent-seeking and predatory 
behaviour, which depress aggregate demand and 
undermine social investment. Inequality generates 
large costs for society in multiple ways (health, 
crime, social cohesion), while huge concentrations 
of wealth in a few hands undermines democracy. 
There is no evidence that reducing today’s inequality 
will reduce a nation’s growth performance.  
On the contrary, current levels of inequality have 
been shown to generate economic instability and to 
contribute to the building up of financial bubbles. 
They make middle and lower earners, experiencing 
squeezed purchasing power, vulnerable to financial 
sector strategies which encourage them to 
accumulate excessive private debt.

THE SECOND CHANGE: 
A new egalitarian ideal

A Call For Change - A new egalitarian ideal
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It is time to act. Europe’s governments need to reduce 
inequality before it destroys the fabric of our societies.

The EU should declare a new egalitarian ideal. All 
member states and the EU as a whole will reap 
political, economic and social benefits from fighting 
inequality. Pursuing such an ideal credibly and 
effectively on the ground will strongly help to  
re-connect Europe with its citizens - and reduce  
the risk of another financial crash.

Towards a new egalitarian strategy 

a.  Taxation  
Taxation, if properly used, can make a decisive 
contribution in reducing inequality. EU policy 
should favour progressive taxation of incomes, 
stiff taxation of inheritance with a strong 
philanthropic incentive, and taxation of real 
property and rents. The current reliance on VAT 
is excessive, regressive, and should be reduced. 
A range of additional measures are necessary: 
implementing the financial transactions tax to 
curb speculation and raise funds for investment, 
reinforcing transparency obligations, eliminating 
tax-evading transfer pricing, closing loopholes 
in national tax systems, putting an end to tax 
havens. 

b.  Wages  
 Wages. Sustainable gains in competitiveness 
can and should be achieved through increases 
in productivity, not reductions in wages and 
precarious labour conditions. The EU and its 
member states should favour strong trade unions, 
collective bargaining, and high minimum wages. 
In particular, the evidence of the beneficial effects 
of a high minimum wage is now everywhere very 
strong.

c.  Social Insurance  
The EU and its member states should work toward 
expanding social insurance at the European scale, 
beginning with food security, and moving on 
as occasion permits to common unemployment 
insurance, a European pension union, and a 
topping-up of low wages along the lines of the 
Earned Income Tax Credit in the United States. 

Europe has the means to guarantee access to 
nutrition, to health and to basic energy needs 
for all Europeans. This could at least partly be 
achieved through an Emergency Social Solidarity 
Programme.11

d.  Regulations  
European policies and regulatory means should 
be mobilised to reduce inequalities, including 
those in the fields of employment and social 
rights, a vigorous gender equality agenda and a 
child equal opportunity programme, as developed 
in our next section, as well as reinforced action 
against tax evasion, avoidance and fraud, and 
equality-enhancing rules in the field of corporate 
governance.

e.  Goals  
The EU should set goals for the reduction of 
inequality within countries and convergence of 
income levels across EU member states. These 
should be monitored and pursued within a 
reviewed ‘European semester’ process, including 
national equality reports.12 

These measures will pave the way towards a proper 
European Social Union.13 Such a social union would 
support national welfare states on a systemic level in 
some of their key functions (such as macroeconomic 
stabilisation) and guide the substantive development 
of national welfare states - via broad social standards 
and objectives – adapted to the needs of the hour. 
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The proportion of children in poverty or at risk of 
poverty across the EU is Europe’s darkest reality. 
Currently, nearly one child in three is at risk of 
poverty or social exclusion, and in most EU countries 
one child in five lives in poverty. Several million 
children are faced with food poverty and associated 
health inequalities. 

Rising income inequality and, more recently, the 
impact of the crisis on public spending in education, 
health and social programmes, has made the lives 
of millions of children very difficult. Life chances 
are more unequal today than at any time in the last 
thirty years, and this inequality is on the rise. When 
children from disadvantaged families have good 
access to quality childcare and education – and to 
food while at school – equal opportunity becomes a 
realistic goal.

Recent research indicates that richer parents spend 
an increasing amount of money on their children, 
while the trend is stagnant in poorer families. In the 
USA, this has already reached a proportion of 1 to 
7. This spending relates primarily to the quality of 
childcare, of schools and of health care.

Poor children now suffer from a double sentence, 
as they have become exposed to reductions in both 
public and family spending, while richer parents 
are able to shield their children from lower public 
spending. 

The fight for equal opportunity among children and 
against child poverty, including food poverty, is  
a fight against a profound injustice.
 
A European Child Equal Opportunity Programme 
should tackle child poverty and re-build equal 
opportunity for children in all European states. 
Social investment in children should be brought 
immediately back to its pre-crisis levels, including 
in the crisis countries. To this effect, member states 
should be provided with explicit and dedicated 
fiscal assistance, under strict surveillance to 
prevent diversion of funds to other purposes. The 
effectiveness of targeted social investment and of 
supporting policies in increasing equal opportunity 
and upward social mobility should be measured 
on a regular basis. Quantitative targets should 
be established country by country on that basis. 
Developing early-age and high quality childcare 
coverage with focuses on children at risk should be 
a central feature of such a programme across the 
EU. This would both strengthen the development 
of children’s human capital regardless of their social 
background, and it would specifically help single 
mothers to be able to work, thereby reducing family 
poverty.

Last, but not least, improving employment prospects 
and pay for women as well as men is an important 
plank in a policy to prevent child poverty, because one-
earner families are at much higher risks of poverty.

THE THIRD CHANGE: 
Equal opportunity in practice

 A Call For Change - Equal opportunity in practice



The crisis has hit Europe’s society hard and has 
revealed the weaknesses of its current political 
architecture; it has also been met by some of the 
most conservative and ineffective policy responses 
in decades.

We believe that there is a way forward, provided 
that the shortcomings of the current system, and 
the policy errors made, are honestly and properly 
identified and overcome. This could provide 
the opportunity for a new approach capable of 
building a more egalitarian, prosperous, ecologically 
responsible and stable European society. Such a 
model would, in turn, influence how the world as a 
whole will evolve in the decades to come.

 A Call For Change



25

Sources for further information 

Andersen L., Hansen S., Griffith-Jones S. and Kollatz-Ahnen 

Matthias. Shifting Europe from austerity to growth: a proposed 

investment programme for 2012-2015, 2011, FEPS, IPD and ECLM 

Policy Brief

Andersen L., Horn G. and Timbeau X. Choosing policy coordination 

or structural divergence? November 2013, Journal for a Progressive 

Economy

Blanden J. Inequality restricts opportunities, March 2014, Journal for 

a Progressive Economy

Bofinger P. Can the ECB do more for Europe’s unemployed? With 

Basket-Eurobonds the ECB could act like the FED, November 2013, 

Journal for a Progressive Economy

Bofinger P. Teaching macroeconomics after the crisis, December 

2011, Würzburg Economic Papers, Universität Würzburg

Cantillon B. & Vandenbroucke F. (eds), Reconciling Work and Poverty 

Reduction. How successful are European Welfare States?, Oxford, 

Oxford University Press, 2014

De Vogli R. Inequality and the environmental crisis: time to dethrone 

global neoliberalism, March 2014, Journal for a Progressive Economy

 

Elgar F. Equality, social cohesion and wellbeing, March 2014, Journal 

for a Progressive Economy

Esping-Andersen G. How family change and income inequality 

affect children’s life chances, March 2014, Journal for a Progressive 

Economy

Fitoussi J.P. Le théor�me du lampadaire, Editions Les liens qui lib�rent, 

Paris, 2013

Fitoussi J.P. Europe: a child of the economy, an orphan of politics, 

November 2013, Journal for a Progressive Economy

Fitoussi J.P. and Saraceno F. Drivers of inequality: Past and present 

challenges for Europe, March 2014, Journal for a Progressive 

Economy

Galbraith K. James. Inequality and instability: a study of the world 

economy just before the great crisis, 2012, Oxford University Press

Griffith-Jones S. The case for prudent financial liberalisation and its 

policy implications, December 2013, Paper prepared for the Berlin 

“Finance and Development” Conference

Independent Annual Growth Survey (iAGS), November 2012 and 

November 2013, ECLM, IMK and OFCE

IMF Staff Discussion Note: Inequality and unsustainable growth: two 

sides of the same coin? A. G. Berg & J.D. Ostry

IMF Staff Discussion Note: Redistribution, inequality and growth. J.D. 

Ostry, A.G. Berg and G. Tsangarides

INET Council on the Eurozone crisis: Breaking the deadlock: a path 

out of the crisis, June 2012

In’t Veld J. Fiscal consolidations and spill-overs in the Euro area 

periphery and core, October 2013, Economic Papers 506, European 

Commission

Karamessini M. & Rubery J. (eds). Women and Austerity: The 

Economic Crisis and the Future for Gender Equality, Routledge, 2013

Katseli L. How should the EU exit the crisis? November 2013, Journal 

for a Progressive Economy

Pickett K. and Wilkinson R. The spirit level: why equality is better for 

everyone, 2010, Penguin

Pickett K. Reducing inequality: an essential step for development and 

wellbeing, November 2013, Journal for a Progressive Economy

Pickett K. and Wilkinson R. Reducing inequality through economic 

democracy, March 2014, Journal for a Progressive Economy

Piketty T. Capital in the 21st century, 2014, Harvard University Press

Salverda W. Can income redistribution help changing rising 

inequality? March 2014, Journal for a Progressive Economy

Smeeding T., Morelli S. and Thompson J. Recent trends in income 

inequality in the developed countries, March 2014, Journal for a 

Progressive Economy

Stiglitz J. The price of inequality, 2013, Penguin

Vandenbroucke F. European Social Union: a political necessity and 

an urgent research programme, November 2013, Journal for a 

Progressive Economy

Vandenbroucke F. (with Bart Vanhercke), A European Social Union: 10 

tough nuts to crack, Spring 2014, Background report for the Friends 

of Europe High-Level Group on ‘Social Union’

Varoufakis Y., Holland S., and Galbraith J.K. A Modest Proposal for 

resolving the Eurozone crisis, Version 4.0, July 2013

 A Call For Change - Sources for further information



A Call For Change - References

Notes 
1  Independent Annual Growth Survey 2014 (iAGS), November 2013, 

ECLM, IMK and OFCE. 

2  In’t Veld J. Fiscal consolidations and spillovers in the Euro area 

periphery and core, October 2013, Economic Papers 506, European 

Commission. 

3  INET Council on the Eurozone crisis: Breaking the deadlock: a path 

out of the crisis, June 2012. 

4  Eurostat data indicates that, at the end of 2012, nearly 3 million 

more people were exposed to the risk of poverty as compared to 

2008 in the adjustment countries Greece, Ireland, Portugal and 

Spain.

5  This is the case to varying degrees in different countries as a 

consequence of higher unemployment, of lower wages and 

pensions, of higher taxes and of lower spending on public services, 

including education and social services.

6  It has often been said that after the crisis economic textbooks have 

to be rewritten. However, as surveys show, standard modelling 

which presents the economy as an inherently stable system, which 

is only destabilized by wage rigidities and policy shocks continue 

to be widely used. Economic science should not continue to teach 

concepts, which neglect the inherent instability of the economy. 

This contributed to the widespread belief among economists in the 

years preceding the crisis that major macroeconomic fluctuations 

were a problem of the past and that due to an intelligent 

macroeconomic management the world economy had entered the 

blissful state of the “Great Moderation”. Changing the textbook 

models is relatively easy, as existing flaws and inconsistencies are 

by now well identified and can be removed. The reinterpretation 

of the basic model would allow to formalise the inherent instability 

of the economic system and to open completely new perspectives 

for a sounder public debate on economic policy. Economic students 

have a right to demand teaching, which takes proper account of the 

complexities and realities of the world outside the classroom.

7  The European Commission already committed itself to this approach 

when the two-pack legislation was agreed (Letter by Commission 

Vice-President Olli Rehn).

8  Bofinger P. With Basket-Eurobonds the ECB could act like the FED, 

November 2013, Journal for a Progressive Economy. 

9  The special March 2014 edition of the Journal for a Progressive 

Economy focuses on inequality and contains a selection of academic 

contributions on inequality from different perspectives (www.

progressiveeconomy.eu). Several recent books provide ground-

breaking analysis and commentary on developments in inequality 

and how to address them, including by Stiglitz J. (The price of 

inequality) and by Piketty T. (Capital in the 21st century). 

10  Salverda W. Can income redistribution help changing rising 

inequality? March 2014, Journal for a Progressive Economy. 

Smeeding T., Morelli S. and Thompson J. Recent trends in income 

inequality in the developed countries, March 2014, Journal for a 

Progressive Economy. 

11  Varoufakis Y., Holland S., and Galbraith J.K. A Modest Proposal for 

resolving the Eurozone crisis, Version 4.0, July 2013. 

12  An overall inequality target could be based on Palma’s ratio of 

the income share of the top 10% of a population to the bottom 

40% . A potential target could be to halve national Palma ratios 

by 2030, compared to 2010. In addition, disaggregated indicators 

and targets in other goals should be defined to ensure equitable 

progress (for instance on the gender pay gap or on child poverty 

rates) across different social groups.

13  For a development of the concept of a European Social Union, 

notably refer to: Vandenbroucke F. European Social Union - a 

political necessity and an urgent research programme, November 

2013, Journal for a Progressive Economy. 



27





29

Progressive Visions -
Session Report 

For many, the high point of 
this year’s Progressive Economy 
Annual Forum was the two-hour 
‘Progressive Visions’ session on 
the morning of 6th March - this 
involved speeches both from 
Martin Schulz MEP, President  
of the European Parliament;  
and from Joseph Stiglitz, Nobel 
Prize-winning economist.

Speaking in his position as the centre-
left’s candidate for President of the European 
Commission, this was Martin Schulz’s first 
speech since having secured the nomination. 
Joseph Stiglitz, who has put the issue of 
inequality at the forefront of economic debate 
in recent years with his enormously successful 
book ‘The Price of Inequality: How Today’s 
Divided Society Endangers Our Future’, was in 
Europe specifically for this event.

In his keynote speech, Schulz began 
by quoting the World Economic Forum 
- definitively not a typically left-wing 
organisation - which recently stated “The 
chronic gap between the incomes of the 
richest and poorest citizens is the risk that is 
most likely to cause serious damage globally 
in the coming decade”. He highlighted this as 
an important signal that not only is inequality 
becoming such an issue that even typically 
conservative organisations are worried about it, 
but also to illustrate that “we must indeed be 
in trouble”.

As well as the individual tragedies that 
inequality produces, Schulz pointed out the 
wider threats posed to society - leading to 
lower growth, largely as a result of the lack 
of investment by those at the top in the real 
economy.

Yet there was a note of optimism to his 
speech. Referencing Stiglitz himself, Schulz 
argued that, despite Europe being trapped in 
a vicious circle, there is good news - “If the 
wrong policies broke it, good policies can fix 
it. By tackling inequality, we can address the 
symptoms of the crisis and resolve the causes 
of the crisis. And once and for all prevent 
future crises”.

Of course, it would be wrong to talk of 
inequality without covering the policies which 
have caused or added to it - which is why 
Schulz then moved on to discussing what he 
calls “a deregulation frenzy”, with a culture 
geared towards “maximising short-term profit 
and shareholder value”, creating a bonus 
culture which has “left the real economy on 
its knees”. Importantly, he argued, “a crisis of 
capitalism develops into a crisis of democracy”.

As a result, Schulz said, we need to focus 
our efforts on creating and maintaining a 
strong welfare state, quoting the study in the 
latest Progressive Economy Journal that “the 
best performers among the rich countries in 
terms of cohesion and equality are countries 
with a strong welfare state”. To do this, we 
need to limit the concentration of private 
power - focusing on three policy areas: 
financial market regulation, tax fraud and 
social dumping.

“By tackling inequality, we can address the 
symptoms of the crisis and resolve the causes of the 
crisis. And once and for all prevent future crises”

Martin Schulz



Stiglitz, meanwhile, chose to focus his 
speech on the differences in inequality 
levels between countries, arguing that these 
differences are proof that policy and politics 
have a real effect: “the fact that inequality is so 
much higher in the US than in most European 
countries or that inequality is higher in some 
European countries than in others suggests 
that it’s not just economics”.

He then made the point that this means 
that those at the bottom and in the middle 
are being hurt thrice over - “first, directly 
by unemployment. Secondly, by the shifting 
distribution of income when there is a high 
level of unemployment, bargaining power of 
works is weakened and wages stagnated and 
finally, especially in the countries that have 
had high austerity, they’ve cutbacks in public 
services - and for some reason it always seems 
it’s the public services that are most important 
to the average and poor citizens that are cut 
most”.

He cited a number of powerful statistics: 
“[in the US] 95% of the increase in income 
since the recovery in 2009 has gone to 
the upper 1% and that means for 99% of 
Americans there has been no recovery”. The 
median income level in the US “is just about at 
the same level it was in 1989, more than two 
decades ago”.

Stiglitz also pointed out one important 
theme of this conference - “there are so many 
dimensions to inequality. I mentioned income 
and wealth but there are also important 
inequalities in health... in environmental 
justice... in access to justice”. But the key 
is equality of opportunity - “one of the 
dimensions of inequalities that I find most 
disturbing, most invidious, is that related to 
opportunity. The fact is our society doesn’t 
have equality of opportunity”.

Moving on, Stiglitz talked about what 
causes this - what he called “the levers that we 
can actually operate, [to] make changes most 
effectively”. The main reasons he highlighted 
were: “Weak unions; social conventions and 
customs - discrimination; changes in patterns 
of marriage; changes in patterns of living... 
Corporate governance laws... competition 
laws; financial sector regulations; bankruptcy 
laws”.

The big point of this conference, which 
Schulz and Stiglitz both hit on in a very strong 
way, is that there is hope. This is a situation 
which can be affected by the policies which 
we create. And it is not too late to address the 
issue of inequality. As Stiglitz put it “the basic 
fact is that markets don’t exist in a vacuum. 
We create the way markets work, through laws 
and regulations”.

“One of the dimensions of inequalities that I find 
most disturbing, most invidious, is that related to 
opportunity. The fact is our society doesn’t have 
equality of opportunity”

Joseph Stiglitz
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Policy Reports from  
Rapporteurs on  
Key Panel Debates 

In his opening address, Swoboda advocated 
the confrontation of political ideas and facts 
in order to reduce inequality in Europe. He 
opened the two-day conference and gave the 
floor to the opening session’s speakers: 

Bullmann expressed the view that a fairest 
society would not only reduce inequality, by 
definition, but it would also generate growth. 
Both assertions challenge the belief that price 
stability is enough to drive macro stability. 

Pickett started with a dataset which 
showed that income inequality was correlated 
with environmental, health and social problems 
and she concluded that inequality was a threat 
to development. Following her analysis, social 
and environmental “stability” (or sustainability) 
is a prerequisite to EU long-desired macro 
stability. 

Fitoussi urged a clarification in policy 
reactions to the global financial crisis and to 
the sovereign-debt crisis: predatory and rent-
seeking behaviors must be fought not only by 
supply-side policies but also by demand-side 
ones like public investment plans that will 
prepare the future of young generations. Jean-
Paul Fitoussi mentioned another concrete step 
to tackle the issue of inequality:  

he advocated the construction of a new 
indicator of well-being, namely “the (domestic) 
degree of acceptance of inequality in income 
distribution” by citizens. This indicator would 
help forecast the extent of citizens’ reaction 
to the growth in inequality; it would thus help 
design social and tax policies which aim at 
reducing inequality. 

Galbraith insisted on the predominance of 
policies driven by neoliberal dogma all over the 
world and asserted that political institutions, 
notably in Europe, did not change with the 
changes in inequality. He recommended 
debt restructuring to decrease inequality 
between creditor and debtor nations, which 
he labeled “new inequalities” stemming from 
the current crisis; he also recommended more 
public investment, a better control of failed 
public systems which should help improve the 
effectiveness of social and health spending, 
and more social solidarity. 

Drawing on these interventions, and in 
addition to the speakers’ recommendations, a 
few conclusions can be expressed. 

First, many (notably at the Commission) 
argued that the preservation of our welfare 
systems required fiscal discipline and structural 

OPENING PLENARY SESSION:  
IS INEQUALITY A MAJOR CHALLENGE AND WHY? HOW SHOULD IT BE 
ADDRESSED?

Participants: 
Hannes Swoboda (President of the S&D Group in the European Parliament)
Udo Bullmann (MEP, Germany, Head of the SPD Delegation in the S&D Group) 
Jean-Paul Fitoussi (LUISS University of Rome)
James Galbraith (University of Texas)
Kate Pickett (University of York)

 The abstract of the session is written by Jérôme Creel, OFCE/Sciences Po & ESCP Europe, Paris.
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reforms (to be understood as being more flex- 
than –security-related). The speakers showed 
that the term “preservation of our welfare 
systems” was irrelevant: welfare systems have 
already been made so much less generous in 
the neoliberal environment which has prevailed 
before, during and after the global financial 
crisis that these systems are now at stake. They 
do no longer provide environmental and health 
security. Consequently, the speakers advocated 
ambitious structural reforms, to be understood 
as increasing, not decreasing, citizens’ (health, 
education and environment) security and 
solidarity. Security and targeted generosity are 
the cornerstones of a progressive structural 
reform. This reform raises the issue of available 
means. I see two which must be developed or 
implemented. On the one hand, improving the 
scope and effectiveness of automatic stabilizers 
must become a binding commitment. Since the 
adoption of the euro, the requirements to limit 
the size of deficits led to a limitation of the size 
of governments, at the expense of automatic 
stabilizers. The European Union cannot rely on 
automatic stabilizers during downturns and, 
meanwhile, reduce their scope. On the other 
hand, a coordination process on a common 
minimum wage policy at the Eurozone level is 
needed. This policy, notably discussed in the 
iAGS 2014 Report, would not only limit the 
deflation risk in the Eurozone, but it would 
also lower current account imbalances of Euro 
Member States. 

Second, the advocacy of higher social, 
health, and environmental spending certainly 
raises the issue of tax receipts and can be 
related to income distribution. A more 
progressive tax system would target two 
objectives. First, it would dampen income 
inequality, limiting the growing importance of 
“super managers’ incomes”. Meanwhile some 
confiscatory taxes could limit the increase in 
inherited wealth, as Thomas Piketty advocates 
in this latest released book. Moreover, tax 

increases would strengthen the spending effort 
as it would help achieve the sustainability of 
public finances. Tax policies targeted on top-
labor incomes would fight the selfishness that 
Kate Pickett describes in European societies, 
but they would require strong cooperation at 
the EU level to circumvent tax avoidance.

Third, the low inflation rate in the 
Eurozone since 2013 has posed a new threat 
to debt sustainability. An adequate response 
to that situation is certainly a (wave of) debt 
restructuring among those countries most 
severely hit by the sovereign debt crisis. It 
remains that debt restructuring might create 
moral hazard if it were not smoothly made 
conditional on a compensating scheme, 
like securitization of domestic shares of 
ECB seigniorage (Pâris and Wyplosz, voxeu.
org 28 January 2014). Another, simpler, 
response is a (temporary) change in the 
Eurozone inflation rate. Schmitt-Grohé and 
Uribe (Journal of Economic Perspectives, 
summer 2013) advocate a Euro-wide increase 
of inflation from 2 to 4 percent to alleviate 
debt and foster decreasing real labor costs. 
Higher inflation would also increase the price 
discrepancy among Eurozone Member States: 
so-called peripheral countries would gain more 
opportunities to improve their competitiveness. 
The former argument is advocated by Marco 
Buti (voxeu.org 8 January 2014) where he 
argues in favor of the “ECB’s continued efforts 
to meet its mandated target” at 2 percent: in 
a context of below-target inflation, he means 
a temporary surge in inflation. In the current 
economic context, with a risk of deflation, the 
argument is sensible and wise. 



Both Swoboda and Turunen indicated 
the magnitude of the unemployment 
problem faced by citizens and policy makers 
by highlighting the incredible figure of 27 
million unemployed people in the European 
Union with the youth unemployment rate 
exceeding 50% in Spain and Greece. Fighting 
unemployment is one key aspect of the S&D’s 
ten-point jobs initiative outlined by Turunen 
and discussed during the evening debate. But 
the EU not only needs more jobs, but also 
better jobs with wages above the poverty line 
and high safety standards. As Martin put it, we 
need to bring back to mind “for who and for 
what we want Europe!”

Several members of the panel and 
audience echoed a very important point 
made by Swoboda: a jobs initiative, no matter 
how comprehensive and well-founded, will 
not succeed unless backed up by sound 
macroeconomic policies and adequate financial 
market regulation. The link goes both ways: 
expansionary macroeconomic policies are 

essential to kick-start the economy and will 
go a long way towards solving the problem 
of unemployment, but a jobs’ initiative is 
necessary to support macroeconomic policies 
and to improve the quality of jobs.

The link between aggregate demand and 
jobs is reflected in the investment program 
called for in the jobs initiative and aimed at 
creating 5 million jobs. The European Youth 
Guarantee – a campaign already underway – 
addresses youth unemployment. Our societies 
seem to attach zero value to youth (Fitoussi). 
Youth unemployment is not only devastating 
because it has brought distress to the 
generation that should have been the “luckiest 
yet” (Turunen), but also because it negatively 
affects future potential production. Swoboda 
stressed the importance of reindustrializing the 
EU. Industrial production has the potential 
of creating high-productivity jobs, stimulating 
innovation and also raising demand for services. 
Although high skills and productivity may be 
found also in the service sector (Rubery), the 
idea of strengthening the industrial sector was 

EVENING DEBATE:  
CREATING MORE AND BETTER JOBS IN A COMPETITIVE ECONOMY?

Participants: 
Gerhard Huemer (Director for Economic and Fiscal Policy, UEAPME)
Patrick Itschert (Deputy Secretary General, ETUC)
Edouard Martin (Former Trade Union Representative, CFDT, France), 
Jill Rubery (Professor of Comparative Employment Systems, Manchester University)
Hannes Swoboda (MEP, President of the S&D Group in the European Parliament) 
Emilie Turunen (MEP, S&D Group Rapporteur on the «Jobs Initiative»)

 The abstract of the session is written by Silke Tober, Senior Economist at the Macroeconomic 
Policy Institute (IMK).
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generally shared. Huemer and Rubery pointed to 
the importance of an efficient infrastructure 
as an aspect of industrial policy. This ties 
in with another point of the jobs initiative: 
cutting red tape, i.e. making the public sector 
more efficient. Investment in skills is crucial to 
encourage high-quality and high-pay jobs and 
to avoid wage competition. Martin stressed 
that it would be counterproductive for EU 
countries to attempt to increase international 
competitiveness through wage competition. 
Wage competition would be detrimental in 
the service sector as well. Instead, a minimum 
wage should be introduced in all EU countries 
as one pillar to promote wage-led growth 
(Rubery). Raising energy and resource efficiency 
and promoting a Green Europe corresponds 
with the need for an industrial strategy as does 
encouraging innovation. 

Gender issues remain to be addressed 
as gender-related pay gaps persist, jobs 
predominantly held by women receive less policy 
attention and gender barriers still exist – in 
the workplace and also in schools, where the 
next generation and future workforce is being 
educated.

The individual aspects of the jobs initiative 
are interlinked and highlight two essential 
points: investing in people (human capital) and 
the need for strong unions, social dialogue 
(Itschert) and government policies to raise the 
quality of jobs and to promote active inclusion 
of people excluded from the labor market. The 
current problems largely result from political 
failure and fixing them poses a tremendous 
challenge. Reforms are necessary, but they 
must be reforms that improve working and 
living conditions.



SECOND PLENARY SESSION: 
FROM CRISIS TO WELL-BEING FOR ALL

Participants: 
Jörg Asmussen (Secretary of State for Employment and Social Affairs, Germany and former 
member of the Executive Board of the European Central Bank) 
Peter Bofinger (Professor of Economics, University of Würzburg and member of the German 
Government’s Council of Economic Advisers)  
Joseph E. Stiglitz (Nobel Prize winner in economic sciences (2001), University Professor and Co-
chair of the Initiative for Policy Dialogue at Columbia University, New York) 
Nicolas Schmit (Luxembourg Minister for Labour, Employment and Immigration)

 The abstract of the session is written by Xavier Timbeau, OFCE.

Was the euro a good thing, shielding us 
from the worst development that could have 
occurred during the crisis? Or could we say 
that the sovereign debt crisis is indeed a result 
of a fundamental flaw in the design of the 
monetary union? The least is that this debate is 
not closed. And it would go on for some time 
as the matter involves complex issues and mix 
a nexus of decisions that goes back to the very 
beginning of the common currency project.

Nevertheless, there is a narrower but 
important consensus that the current form 
of the monetary union, even after hastily 
mending some obvious failures, is not going 
to be enough to get out of the crisis. And the 
second point of agreement is that the crisis is 
far from over and that in depth actions will be 
needed to prevent the entrenchment in the 
crisis, a destruction of the social cohesion, an 
accelerated divergence inside the European 
Union, an increase in inequality, and the 
sacrifice of the generations entering the labor 
market or attempting to end their careers with 
a decent retirement scheme. 

As a matter of fact the current Brussels 
consensus on how to get out of the crisis 
relies on internal devaluation to readjust 
competitiveness of the south toward the north 
(and mainly Germany) and is based on an 
export-led growth for all euro-zone countries. 
But this is a narrow-sighted view. Because 
all countries cannot run a surplus, export-led 
growth will be an ever fleeing hope. Because 
internal devaluation is a rat race, it will bring a 
deflation for the euro-area and exacerbate the 
very problem at first hand, private and public 
debt sustainability.

So to get out the crisis Europe has to 
become united. A common framework, more 
integration and more solidarity are obvious 
paths. They are the precondition to be able 
to take in account the future in all of its 
dimensions. Solving the lack of demand in the 
short term is the first step. That would allow 
for escaping the plague of unemployment. But 
that implies to be able to, in the next years, 
deal with public finance stability. Backstops in 
banking or financial sector are also needed for 
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regulation to be able to diminish radically the 
probability of a new crisis and the link between 
sovereign bonds and private rates.

But the euro-area has other challenges to 
grasp. The always forgotten social pillar should 
be at the core of the agenda. There are two 
reasons for that. The most obvious is that the 
damages produced by the crisis, like the work 
poverty, denial of proper education, reduced 
expectations, should be addressed. The second 
reason is more fundamental. 

The building of Europe was done with 
a strong monetarist bias, putting emphasis 
on price stability, market integration and fair 
competition reinforcement. Those goals are 
dangerous when shared prosperity, decent 
work and equality of opportunity are second to 
them.

Invest in the future, achieving financial, 
social and environmental sustainability, is the 
way to find again the path to wellbeing for our 
continent.



Public debt has increased dramatically 
during the crisis. It was the unavoidable 
consequence of the fall in economic activity 
and of the rescue programmes of financial 
systems. The euro area was not prepared to 
deal with such a situation. Fiscal rules were 
supposed to prevent a crisis in the sovereign 
debt market. Bailouts for sovereigns were 
restricted and the possibility of public default 
was ruled out. Dealing with high public debt 
is a major concern for the future of the euro 
area. Yet, recent experience has undoubtedly 
shown that fiscal consolidation has failed. It 
has led to the double dip recession and was 
also counterproductive since public debt is 
still rising. There is a need for alternatives and 
the issue of debt restructuring arises in this 
context. But it is clearly a highly debated issue. 
The discussion should then focus on why debt 
restructuring might be a solution? When it 
becomes a solution and finally how it can be 
organised?

Restructuring debt means that the cost of 
the burden is shared differently. Consolidation 
imposes all costs on taxpayers. Restructuring 
means that creditors will also support a part 
of this cost. It might be fair since, as it has 
been reminded, consolidation is costly and 
partly inefficient. Besides, creditors should 
theoretically also bear the consequences of 
their decisions. But, defaults are also disruptive. 
They trigger financial instability which impairs 
the transmission of monetary policy. In time 
of crisis, amplifying the crisis might not be 
optimal. There is a need for public debt to 
remain a safe asset. Therefore, the conditions 
under which debt restructuring should be 
considered are not well established. The main, 
if not only point of consensus is that disorderly 
defaults should be avoided and that debt 
restructuring has to be considered if it improves 
the situation of a country.

POLICY ROUNDTABLE I:  
DEBT RESTRUCTURING?

Participants: 
Anni Podimata (MEP, Greece) 
Eduardo Cabrita (MP, Portugal)
Stephany Griffith-Jones (Financial Markets Programme Director, IPD, Columbia University), 
Pedro Saura (MP, Spain) 
Paolo Guerrieri (Senator, Italy)
Jacques Delpla (Adjunct Professor, Toulouse School of Economics)

 The abstract of the session is written by Christophe Blot, OFCE.
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We then come to the question of “when 
may debt restructuring be considered as an 
option?” It must obviously be an alternative 
to harsh fiscal consolidation. There would 
be no gain otherwise. Consequently, the 
position regarding primary surplus should 
be carefully taken into consideration. When 
the government runs a primary surplus, debt 
restructuring based on a reduction of the 
interest rate payments may significantly inverse 
the debt dynamics. But, when a government 
still runs a primary deficit, it will still need 
to access financial markets funding that 
would become more difficult when a default 
is organised. Besides, as debt restructuring 
implies losses for some creditors and notably 
banks, the resilience of the banking system 
should be ensured. The vicious circle between 
sovereign and banking crises should have 
been broken. Then, debt restructuring should 
also give leeway to use resources more 
efficiently. The aim would be for example to 
bring governments to re-invest in the future. 
Consolidation indeed often leads governments 
to cut in investment programs whereas public 
investment is fundamental to improve growth 
in the long run. 

The objectives and the organisation of 
debt restructuring should then be made clear. 
How is debt restructuring organised? Some 
guidelines deserve attention. The plan must 
exist ex-ante and it must precisely define 
the cost sharing, which creditors are going 
to bear the losses first and who is going 
to be completely protected from incurring 
losses. Moreover, the debt restructuring plan 

may resort to several financial techniques. 
Maturity may be extended. Existing or a part 
of existing, sovereign bonds may be replaced 
with new bonds sold at different prices and 
paying different interest rates. By the way, 
creditors would buy new securities according 
to their ability to take risks. Finally, in the 
European context, debt restructuring may be 
coupled with the set up debt mutualisation. 
Part of public debt would be restructured 
whereas another would be secured through 
mutualisation. It could then increase solidarity 
between EMU members but would also put a 
limit to the potential losses supported by other 
EMU governments. 



The economic and financial crisis that 
started in 2008 has dramatically impaired 
political and social cohesion between European 
countries. The resolution of the Greek crisis in 
particular has generated frictions and revealed 
the weaknesses of the European decision 
making process. The high unemployment, 
growing inequalities and strong polarisation 
in Europe call for more solidarity and cohesion 
between European citizens.

Re-inventing cohesion supposes to place 
people and well-being at the heart of the 
European project (see Beyond GDP initiative 
and the e-frame European project). Investing 
in people, in human capital, in children 
and youth is a key element to reconcile the 
European citizens with the European Union 
project. This encompasses areas like education, 
life-long training, and health systems. Fight 
against corruption, fiscal evasion, underground 
economy should also become a priority for 
Europe. In summary, shifting the focus from 
economic performance to social well-being 
would help unite the European people.

On the economic side, too, there are 
decisions that would help support cohesion 
and fight inequalities. There are at least three 
areas where concrete steps could be taken to 
improve the social climate in Europe: the labour 
market, fiscal policy and the financial sector.

On the labour market side, a strong 
political will to fight unemployment is essential, 
with specific policies on youth unemployment. 
Working time redistribution could be an area 
to work on. But work needs to be done to limit 
inequalities in primary distribution of income. 
Here, the role of trade unions should be 
reinforced as they have lost bargaining power 
during the crisis. A European social contract 
could be put forward as a model for national 
trade unions. Reduction in inequalities (of 
income, wealth, etc.) is good for cohesion but 
also good for growth, and good for democracy 
(cf. Kate Pickett). Debates about a European 
minimum wage should be pursued, playing 
attention to the characteristics of each national 
labour market, and in particular to median per 
capita income.

POLICY ROUNDTABLE II:  
RE-INVENTING COHESION

Participants: 
Elisa Ferreira (MEP, Portugal) 
Pilar Lucio (MP, Spain), Stefano Fassina (MP, Italy) 
Gustav Horn (Director, IMK, Germany) 
Louka Katseli (Professor, Athens University, Greece)
András Inotai (Visiting Professor, College of Bruges) 
András Vértes (Chairman, GKI Institute, Hungary).

 The abstract of the session is written by Danielle Schweisguth, OFCE.
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On the fiscal side, there is a need to adopt 
a golden rule for public finances. The basis 
of the Golden rule is to exclude investment 
from the public deficit calculation in order to 
maintain European physical capital. It should 
also be recalled that European countries 
should let the automatic stabilizers play 
their countercyclical role during bad times: 
austerity policies should not destroy social 
spending. Last but not least, a fair tax system 
is essential to limit inequalities in the secondary 
distribution of income. This includes putting 
more resources and political will to fight 
against tax havens.

The financial sector has been at the heart 
of the crisis. Current debates on the banking 
union show how difficult it is to increase 
regulation in this area. However, there is a real 
need for more accountability and transparency 
of financial institutions towards the civil society. 
Concentration of capital and power in a small 
number of banks has undermined democracy 
in Europe, as government and political parties 
rely on them for financing. A shift of power 
from financial to industrial capital would help 
launch a credible industrial policy in Europe. 
More competition, stronger regulation, 
changing the rules for traders’ remuneration to 
limit risk taking incentives are ways forward in 
the good direction.



Participants expressed very clear-sighted 
and sober analyses of the state of, and the 
possible future for Europe, and especially 
for a more social Europe. They came from 
different points of view but there was a lot of 
agreement.

Itschert stated that workers no longer 
trust Europe. Clearly, we have a problem 
that citizens in general and working people 
in particular lack confidence in Europe and 
in further integration. All the panellists 
emphasised that the lesson of the crisis is that 
we need more integration in different areas. 
So the political crisis we face in Europe can be 
stated baldly: just at the moment when we 
need to make further progress in integration, 
indeed take it to a new level, popular 
opposition to further steps is growing. It was 
always there on the Right, but we now see it 
increasingly also gaining ground on the Left.

Andor mentioned welfare chauvinism and 
so-called social tourism as problems. I can give 
you an illustrative example: a serious talk-show 

on German public TV entitled “Is Germany the 
social security office for all of Europe?“. Even 
if the actual reporting was somewhat more 
nuanced, this may be taken as indicative. We 
need to recognise this groundswell of opinion 
in many member states and, regrettably, accept 
that explicit intra-European redistributive 
measures are a hard sell at the moment.

Where does this come from? Well partly 
it is an inevitable result of the crisis, its poor 
management and the resulting distributional 
conflicts. But I think it goes deeper. In the 
run up to the crisis the concerns of ordinary 
working people were not taken seriously. 
The support of, for example, trade unions for 
integration measures like the single market 
was taken for granted. Liberal-dominated 
policymakers saw no need to offer anything in 
return. Together this has led to a much more 
critical attitude. The irony and difficulty is – as 
several speakers emphasised – that at this time 
we need social dialogue. We could achieve the 
necessary post-crisis adjustment at much lower 
cost if we made use of EU and national level 

POLICY ROUNDTABLE III:  
SOCIAL + EUROPE = FUTURE

Participants: 
Pervenche Berès (MEP, France)
Carsten Sieling (MP, Germany)
Laszlo Andor (European Commissioner)
Patrick Itschert (Deputy Secretary General, ETUC)
Frank Vandenbroucke (Professor, KUL Leuven, former Minister)  
FAFO & JustJobs Network (presentation of the European JustJobs Index)

 The abstract of the session is written by Andrew Watt, IMK.
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social dialogue. But the basis for it has been 
eroded. Indeed in some of the “programme 
countries“ it risks being lastingly destroyed.

What conclusions do we draw? As was said 
also by Stiglitz and Bofinger in the previous 
panel, as banal as it sounds: first we need to 
exit the crisis, thus easing the distributional 
conflicts and social anxieties. In doing so we 
should prioritise measures that do not have an 
obvious cross-border redistributional element 
but rather are popular with the so-called 
“median voter“ or the famous “hard-working 
families“. 

That means, for example, strong-arming 
the ECB to play the fullest possible role – today 
it has once again failed to deliver. It means 
favouring redistribution from top to bottom 
within countries, such as clamping down on 
tax evasion and necessary reforms to permit 
increases in public investment. Once there 
is a momentum for change, with growth 
accelerating and unemployment falling, we can 
introduce some of the measures discussed in 
this panel and in others during this conference, 
integrationist reforms that make balanced 
and sustainable growth in Europe, and the 
development of its social model, possible 
again. And the preparatory work on those 
measures needs to start now. 



This was a well-attended and lively debate, 
with much discussion of policy options for 
reducing inequality and improving people’s life 
chances.

One major theme, introduced by Esping-
Andersen, was investment in early 
childhood, through provision of improved 
early years education and child care. This 
would allow more women to work, reduce 
absolute and relative child poverty, and improve 
children’s wellbeing and trajectories through 
life. This led to debate about the quality of 
jobs, particularly jobs for women, and notions 
of decent work. The removal of barriers to 
equal rights and opportunities for women 
was discussed.

Another major theme was progressive 
taxation, there was widespread agreement 
that European societies could do better in 
reducing inequality in this way, at the same 
time increasing the public budgets available for 
services and social protection. The provision 
of free school meals was raised as an important 

service, although many considered this beyond 
the remit of EU policy and a matter for national 
governments.

Related to this, there was discussion of the 
problems of tax evasion and avoidance, the 
necessity to deal with tax havens, and the 
importance of international agreement and 
regulation in this area. Tax avoidance by both 
individuals and organizations was discussed, 
with the need for stronger regulation of 
transnational corporations and financial 
transactions considered important. 

Another theme, introduced by Pickett, 
related to greater economic democracy; 
including trade unions, employee 
representation, employee ownership and 
share ownership, cooperative and mutual 
business models. Policies in these areas 
would strengthen workers’ rights, reduce pay 
differentials and raise minimum/living wage 
thresholds. Inequalities in housing were also 
discussed, although there was less discussion 
on policies in this area. 

EVENING DEBATE:  
INEQUALITY – THE CHALLENGE OF THE CENTURY

Participants: 
Pervenche Berès, (MEP, France, Chairwoman of the Committee on Employment and Social Affairs 
in the European Parliament)
Jim Clarken, (Chief Executive, OXFAM Ireland)
Gosta Esping-Andersen, (Professor of Sociology, University Pompeu Fabra, Barcelona, Spain)
Kate Pickett, (Professor of Epidemiology, University of York, UK)
Nicolas Schmit, (Minister for Labour, Luxembourg, and coordinating Minister for the Network of 
Employment and Social Affairs Ministers of the Party of European Socialists)

 The abstract of the session is written by Kate Pickett, University of York.
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There was general agreement that there 
should be a global goal to end extreme 
economic inequality in every country and 
that this could be a central objective of the 
post-2015 development framework, including 

monitoring of inequality in every country, 
and requiring that other development goals, 
in education and health, for example, be 
distributed across income bands. 
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Call for Papers - 
Contribution from Selected Academics

As a part of its Annual Forum, Progressive 
Economy was delighted to host a series of 
academic sessions, as part of the inaugural 
Progressive Economy Annual Call For Papers. 
This call for papers is the first of its kind, and 
these sessions formed the final stage of a long 
and very competitive process.

Authors were invited to submit their 
abstracts in November 2013. For each of 
the four research topics, the Scientific Board 
highlighted ten abstracts of particularly 
high quality, and invited the selected 
authors to submit their full papers, all of 
which are available online, at http://www.
progressiveeconomy.eu/content/annual-call-
papers-en.

The Forum saw four breakout sessions, 
each chaired by at least one member of the 
Scientific Board - Alternatives to Austerity 
(chaired by Stephany Griffith-Jones); 
Inequality and the Crisis (Kate Pickett & 
Frank Vandenbroucke); Reforming European 
Economic Governance (Louka Katseli); and 
Rethinking Economic Policy (James Galbraith 
& Jill Rubery). Each of the authors was asked 
to give a short presentation of their paper, and 
for each subject area, a winning paper was 
selected.

Given the outstanding quality of the 
presentations, in certain cases, joint winners 
were selected. Over the coming pages, you 
will find briefings by the winning authors, 
explaining their papers.

THE WINNERS WERE AS FOLLOWS:

Alternatives to Austerity

Giovanni Cozzi, Terry McKinley and Jo 
Michell – Employment-focused Recovery for 
Europe: an Alternative to Austerity

AND

Daniela Gabor – A Step Too Far? The 
European Financial Transactions Tax and 
Shadow Banking

Inequality & the Crisis

Sem Vandekerckhove, Guy van Gyes 
and Maarten Goos – Reassessing the Impact 
of Minimum Wages on Wage Dispersion and 
Employment: Evidence from an Institutionalised 
Wage Bargaining System

Reforming European Economic Governance

Jakob Kapeller, Bernhard Schütz and 
Dennis Tamesberger – From Free to Civilised 
Markets: First Steps Towards Eutopia

Rethinking Economic Policy

Ángeles Sánchez-Domínguez and María 
J. Ruiz-Martos – A Progressive Approach to 
the Measurement of Regional Performance in 
the European Union

AND

Georgia Kaplanoglou, Vassilis T. 
Rapanos and Ioanna C. Bardakas – Does 
Fairness Matter for the Success of Fiscal 
Consolidation?

Young Academic (proposed by Jean-Paul Fitoussi)

Matteo Laruffa – The European Economic 
Governance: Problems and Proposals for 
Institutional Innovations

AND

Christopher Rauh – The Political Economy 
of Early and College Education – Can Voting 
Bend the Great Gatsby Curve?



Employment-focused 
Recovery for Europe: 
An Alternative to Austerity 

Given the current levels of unemployment 
facing many European countries, job creation 
should be a top priority for European policy 
makers. Instead, initiatives have focused on 
attempts to cut government debt through 
austerity measures while relying on labour 
market ‘flexibility’ – cuts in wages – to take 
the burden of adjustment to both stagnating 
aggregate demand and the structural 
imbalances inherent in the institutional 
arrangements of the Eurozone.

We use macroeconomic policy simulations 
to demonstrate the self-defeating nature of 
the current policy framework, even in terms of 
the stated aim of debt reduction. It is shown 
that an alternative policy framework, based 
on expansionary fiscal policy and increases 
in investment spending, provides a feasible 
strategy for recovery. Projections suggest 
that such a framework can lead to lower 
debt-to-GDP ratios in the medium term than 
those achieved under continued austerity and 
stagnation.

Two policy scenarios are thus compared: 
an austerity scenario and an employment-
focused scenario. For the purpose of modelling 
these scenarios, Europe is divided into five 
‘blocs’. These are: Scandinavia (Denmark, 
Finland, Norway and Sweden), Core Eurozone 
(Germany, Belgium, France, Luxemburg 
and The Netherlands), Eurozone Periphery 
(Greece, Italy, Spain and Portugal), Eastern 
Europe (Poland, Hungary, Czech Republic, and 
Slovakia), and the United Kingdom.

In the first scenario it is assumed that the 
current policy framework is maintained, in 
an attempt eliminate deficits and cut debt-

to-GDP ratios to below the 60% threshold 
imposed by the Stability and Growth Pact. 
In the employment-focused scenario it is 
instead assumed that increases in government 
expenditure and private investment provide 
the basis for expansion of aggregate demand 
and thus substantial increases in GDP growth 
and employment. To facilitate this expansion, 
it is assumed that the European budget will 
be gradually scaled up by an additional three 
per cent of total EU GDP by 2021 and used 
to implement fiscal transfers from surplus 
countries to those in deficit, particularly 
the Eurozone periphery. An implication is 
that government revenues will need to rise 
significantly at both the level of individual 
countries and at the European level, in order 
to finance this additional spending. It is thus 
assumed that net tax revenues will increase 
by between one and three per cent of GDP 
across the European blocs. In order to deal with 
the problems of funding peripheral sovereign 
debt, it is assumed that existing periphery debt 
above 60% of GDP is pooled into a European 
Redemption Fund, such that the interest paid 
on this debt is at a lower rate than that paid on 
non-pooled Periphery debt. 

Table 1 shows projected annual growth 
rates of private investment over the period 
2014-2019 under each of the two scenarios. 
It is assumed that the required investment 
stimulus is strongest in the Peripheral Eurozone 
and the United Kingdom since these blocs in 
particular have suffered a prolonged period of 
under-investment. This increase in investment 
spending, in combination with a reversal of 
government austerity policies, generates growth 
projections considerably higher than those 
obtained under the assumptions of the austerity 
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scenario. The projected growth rates in each of 
the two scenarios are shown in Table 2.

The key result of the exercise is shown in 
Figure 1, which shows projected government 
debt-to-GDP ratios for the Eurozone and the 
UK under each scenario. In the case of the 
expansionary scenario, the projected increases 
in GDP growth rates - in combination with 
higher tax revenues and reduced interest 
payments - are such that projected debt-to-
GDP ratios in the three blocs are projected to 
quickly level off and, by 2020, to begin falling. 
This contrasts strongly with the austerity 
scenario in which debt-to-GDP ratios are 
projected to rise significantly and remain well 
above current levels.

Our conclusion is that an employment-
focused strategy is indeed feasible, and 
will not only generate higher employment 
than continued austerity, but will also lead 
to significantly lower levels of sovereign 
debt. However, the employment-focused 
scenario implies a significantly greater role for 
government, and in particular government 
at the level of the European Union. The 
assumptions of our employment-focused 
scenario require substantially greater EU 
funding of public investment, fiscal transfers 
at the EU level, greater lending for private 
investment and an effective debt redemption 
mechanism for the heavily indebted countries 
of the Eurozone periphery.

We are acutely aware of the political 
obstacles to such a co-ordinated policy 
response. Nonetheless, we are primarily 
concerned with assessing the economic 
viability of the currently available options. 

As such, we regard the likely prospects for 
continued austerity as particularly bleak. Under 
the assumption that governments persist 
with these policies, our modelling predicts a 
protracted period of economic stagnation and, 
as a result, failure to significantly reduce debt-
to-GDP ratios.

In fact, we regard our employment-
focused scenario as likely being too modest 
in ambition. Even given the significant 
increases in aggregate demand assumed in 
this this scenario, projected results are far 
from spectacular: growth rates remain below 
long-run averages in several blocs. If anything, 
we have thus under-stated the degree to 
which reflationary policies will be required to 
achieve significant improvements. Nonetheless, 
the difference in projected outcomes in 
comparison to the austerity scenario is stark. 
Our key indicator is employment – and on that 
measure we predict a difference between the 
two scenarios of around nine million jobs. Put 
another way, if our projections are accurate, 
continued austerity will have come at the cost 
of nine million jobs by 2020. This is a heavy 
price to pay, particularly when we consider 
that, having paid this cost, Eurozone and UK 
governments will likely face debts as a share of 
income as high, or greater than, those currently 
providing the justification for the imposition of 
austerity policies.



Scenario 2003 - 2007 2008 - 2012 2013 - 2020

Core Eurozone
austerity

employment
2.1 0.4

1.5
2.2

Eurozone Periphery
austerity

employment
2.4 -1.4

-0.7
2.8

Eastern Europe
austerity

employment
5.5 1.5

2.6
3.6

Scandinavia
austerity

employment
3.1 0.2

1.7
2.2

United Kingdom
austerity

employment
3.0 -0.5

0.5
2.3

Scenario 2004 - 2008 2004 - 2008 2014 - 2018 2019 - 2023

Core Eurozone
austerity

employment
1.7 -2.5

-0.4
1.5

0.8
1.6

Eurozone Periphery
austerity

employment
0.2 -7.9

-2.6
3.6

1.2
1.4

Eastern Europe
austerity

employment
2.4 -7.0

0.4
1.2

1.2
0.7

Scandinavia
austerity

employment
3.0 -1.8

1.0
1.6

-0.2
0.6

United Kingdom
austerity

employment
-0.6 -5.5

0.6
4.0

2.0
2.0

Table 1  Historical and projected investment growth (% p.a.), 2004-2023

Table 2  Historical and projected GDP growth (% p.a.), 2003-2020
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Figure 1  Historical and projected debt-to-GDP ratios1
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1  The two projected employment-focused scenario series for the Peripheral Eurozone show total debt (red line) and remaining debt after transfers to a common redemption fund.



In February 2013, the European 
Commission published the draft directive for 
a Financial Transactions Tax (FTT). The FTT 
includes the repo market that the Financial 
Stability Board (FSB), the European Central Bank 
and the International Monetary Fund describe 
as a systemic shadow banking market. Repos 
- repurchase agreements - are transactions 
through which banks can borrow cash (or other 
securities) against collateral. Originally included 
in the FTT proposals at the request of France 
and Germany in September 2011, at the height 
of the European banking crisis, repos would 
be taxed with 10 basis points on the market 
value of collateral. Surprisingly, the repo-FTT 
proposals have been met with harsh criticism 
from an unlikely coalition of banks, pension 
funds, institutional investors, participating 
Member States (notably France) and the ECB. 
Following extended negotiations, a new ‘step 
by step’ approach emerged by early 2014, 
as follows: yes on equity, maybe (later) for 
derivatives, and never for repos. 

How to understand the brief life of the 
repo-FTT? Three distinctive arguments have 
been invoked to reject the tax on repos: 

 1.  repos improve risk management for 
financial institutions, 

 2.  taxing the market where the ECB 
implements monetary policy decisions 
would hamper the central bank’s efforts to 
unwind exceptional crisis measures,

 3.  the repo market provides liquidity to 
government bond markets across Europe. 

While compelling for policy makers, these 
arguments construct a neat, celebratory 
narrative of repo markets that fails to confront 

important questions of systemic vulnerability, 
leverage and interconnectedness. 

 1.   Repos are crucial for repairing Europe’s 
damaged banks  
 
The repo market is, at its core, a short-
term funding market. It has proven 
resilient during crisis, the argument 
goes, precisely because banks, when 
distrustful of each other, remain willing 
to lend against collateral. The collateral 
itself –government bonds, corporate 
bonds or equity – is not traded, but rather 
moves into the ownership of lenders 
to protect them against borrower’s 
default. Risk management is further 
strengthened through careful collateral 
practices (haircuts, mark to market, margin 
maintenance). Why then, FTT critics ask, 
destroy this market with an ill-advised tax? 
 
What critics fail to recognise is that rapid 
growth in repo markets – tripling between 
2001 and 2008 in Europe - reflects what 
Andrew Haldane from the Bank of England 
described as a collective migration of large 
European banks towards market-based, 
leverage-dependent business models. 
By 2008, the largest 20 European banks 
generated around 80% of repo transactions. 
They did so because repos offer the cheapest 
instrument for leverage, a view most central 
banks and supranational regulators now 
share. Indeed, repos are also known as 
securities financing transactions: a bank can 
buy securities and repo them out to finance 
the purchase. While losing legal ownership 
of collateral, the bank retains the risk and 
return on that security. The cash lender 

Daniela Gabor,  
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must send on any coupon payments to the 
bank. Furthermore, the lender can use the 
collateral it receives to raise cash in  
a new repo transaction (a practice known 
as re-hypothecation or resale), generating 
new financial claims – and stronger 
interconnectedness - supported by the 
same collateral. Thus, the repo market is 
at the heart of cross-border, cross-market 
interconnectedness in Europe. If so, 
shouldn’t the conversation be about the 
level of the repo-FTT that would render the 
high-leverage, interconnected, market-based 
banking more expensive without entirely 
eradicating the short-term repo market? 

 2.   The repo market is essential for normalizing 
monetary policy in Eurozone  
 
For the ECB, the repo market is an efficient 
market that redistributes liquidity and 
allocates collateral that banks require 
to meet new regulatory requirements 
(including Basel III, new European rules on 
derivatives). Without it, the ECB would be 
forced to remain the main intermediary of 
liquidity in Eurozone. It must be stressed 
however that the ECB does not control, 
or even seek to overtly influence, the 
private repo market. In fact, it knows little 
about it. Rather, the ECB uses the repo 
instrument to influence interest rates on 
the uncollateralized interbank segment 
(EONIA), where banks exchange liquidity 
without collateral. Wouldn’t then the 
repo-FTT restore the importance of the 
unsecured interbank market that the ECB 
formally places at the core of its monetary 
policy framework? 

 3.   Repo markets improve the liquidity of 
government bonds markets  
 
Most repo transactions are collateralised 
with government bonds because high-
quality collateral receives preferential 
regulatory treatment and is cheaper in 
funding terms. Since repos provide liquidity 
to government bond markets, FTT critics 
argue, the tax would increase funding costs 
when European governments can ill-afford 
such increases.  
 
Yet the Eurozone sovereign debt crisis 
points to a more nuanced interpretation. 
Government bond markets may move with 
leverage cycles. During ‘normal’ times, 
demand for government bonds as collateral 
is, from a repo perspective, also demand 
for leverage. This is how repo markets may 
introduce what the European Commission 
calls ‘virtual liquidity’ simultaneously 
in government bond markets and in 
markets of higher-risk securities financed 
through repo transactions. Before 2008, 
government bond markets – including 
those of Spain, Ireland, Portugal or Greece 
- became more liquid because large 
European banks could use them  
as collateral to grow balance sheets.  
 
During crises, collateral practices of 
systemic repo actors – such as LCH 
Clearnet, a central counterparty that 
the ECB placed on the list of systemic 
institutions it plans to supervise directly– 
can destabilise government bond markets. 
Repo market actors can quickly change the 
terms on which they lend to each other, 



creating funding problems that spread 
through collateral markets, reducing 
liquidity and triggering fire sales. This chain 
of events, described as liquidity spirals 
in the shadow banking literature, has 
affected the sovereign debt markets of 
European governments in the ‘periphery’. 
Crisis-related spending, including on bank 
rescues, disrupted the collateral function 
of sovereign debt, with adverse effects on 
banks’ funding conditions. Governments’ 
fiscal decisions have financial stability 
implications, a task traditionally pertaining 
to central banks. ‘Whatever it takes’ in 
repo-reliant financial systems requires 
central banks to preserve government 
debt as high quality collateral, as Draghi 
eventually did.

In sum, the repo-FTT could have reduced 
leverage-related repo activity at European 
banks, mitigated systemic interconnectedness 
and simultaneously provided a ‘visibility fix’ 
to the opaque shadow-banking universe, 
shedding light on repo connections. The 
important question, of course, is why enact 
such structural ambitions through tax measures 
rather than regulation.

Repo reforms, however, have lost steam. 
Initially, the FSB proposed a regime of 
countercyclical collateral practices, including for 
government bond collateral. Yet just as with 
the FTT debates, finance lobbies highlighted 
the potential liquidity impact on government 
bond markets. The strategy proved successful. 
The 2013 proposals are an invitation to 
regulatory arbitrage: applied only to non-
centrally cleared repos between non-regulated 
and regulated entities with collateral other 

than government bonds. The same is true of 
other regulatory initiatives with bearing on the 
repo market.

The FTT, by design or accident, first captured 
the political willingness to ask questions 
about the systemic importance of European 
repo markets. Support faded rapidly because 
governments now believe that manufacturing 
collateral for repo markets preserves 
liquidity while the adverse consequences 
can be regulated away through Basel III, FSB 
recommendations and the European banking 
union proposals. This may well be a missed 
opportunity for reforming European (shadow) 
banking, given the increasingly watered down 
global reform initiatives.
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The issue of minimum wages has resurged 
onto the international political agenda, thanks 
to the planned introduction of a minimum 
wage of € 8.50 in Germany from January 
2015, a plea by Barack Obama for state 
minimum wages in the US of $10.10, and the 
establishment of minimum wages in the UK 
in the last decade. It is now widely accepted, 
amongst academics as well as amongst 
policy makers, that moderate increases in the 
minimum wage have no severe impact on 
aggregate employment (Schmitt, 2013).

The desired effect of minimum wage policies 
is to increase welfare for the low paid as well 
as to decrease earnings inequality. Up until the 
1990s the widening of wage distribution took 
place at both ends, yet today there is a trend 
towards more earnings inequality above the 
median (Lemieux, 2006). It has been argued 
that technological progress is one driving 
force behind the increasing wage dispersion in 
western economies (Autor, Katz, & Kearney, 
2008), but technological change is not the sole 
cause and it is conceptually vague. In contrast, 
institutional factors are more tangible, and 
have been known to substantially affect the 
wage distribution in the US (DiNardo, Fortin, & 
Lemieux, 1996). However, this line of research 
has come up with bizarre results such as wage 
expansion amongst the high paid. In our paper 
we apply econometric improvements suggested 
by Autor, Manning, and Smith (2010) to the 
basic model of Lee (1999), which appears 
to suffer from a violation of its identifying 
assumption and from measurement bias. Using 
administrative data for the period 1996-2006 
in Belgium, and minimum wage information 
collected from over 600 sector agreements in  
34 sectors, we find that this is indeed the case.

The point of an institutionalised wage 
bargaining system is to offer sectoral variation 
in minimum wages, which is used to define the 
relative minimum wage, the log of the ratio of 
the minimum wage to the median pay level. It 
is also referred to as the ‘bite’ of the minimum 
wage, because the same low minimum wage 
would affect just a small slice of the wage 
distribution in high pay sectors, while the 
impact in a low pay sector could be substantial, 
provided that the distributions take the shape 
of a bell curve. In this way, we are able to 
study the effect of minimum wages on wage 
inequality not only longitudinally from a pooled 
panel, but also cross-sectionally, in a similar 
way to using state variation. The advantage is 
that time trends and minimum wage effects 
are more easily separated.

In figure 1 we can see that the effect of the 
relative minimum wage on the pay differences 
between ascending wage percentiles and 
the median is decreasing in the simple OLS 
model. The relation can only be attributed 
to the minimum wage if the shape of the 
wage distribution is uncorrelated to pay levels. 
Controlling for sector fixed effects shows that 
this assumption is violated, suggesting that low 
pay sectors have a narrower wage distribution. 
The remaining effect of minimum wage increases 
looks weaker and inconsistent, as here again we 
find wage expansion following an increase of 
the minimum wage. Autor e.a. (2010) argue this 
could be due to a sampling error in the median, 
which appears at both ends of the equation, 
causing spurious positive correlations at the 
extremes of the distribution.

Considering minimum wages to be 
exogenous, we instrument the relative 
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minimum wage by the minimum wage itself. 
Using this specification in the 2SLS model, we 
find similar effects compared to earlier studies 
in the lower tail, and much weaker effects in 
the upper tail. For robustness, we checked 
two additional models, one using a separate 
first stage estimation of the median wage, and 
one using lagged values of the median wage. 
This separated two stage approach returned 
the same estimates, but with larger standard 
errors, while the lagged specification is similar 
in the lower tail, but rules out any significant 
effect in the upper tail.

The results indicate that minimum wage 
effects tend to spill over well above the first 
decile. This is not surprising as negotiated pay 
increases in Belgium often apply to multiple 
pay levels within a sector, so that a substantial 
part of minimum wage increases is passed on 
over a large part of the wage distribution. At 
this point, the issue of disemployment effects 
reappears, for it is possible that instead of 
observing a real spillover, there is a dropout of 
workers in the sector. If those workers are low 
paid and the distribution of earnings has a bell 
shape, percentiles shift right to the denser area 
of wage distribution, where wage inequality 
between quantiles is lower by definition.

To monitor this effect, we estimate latent 
wage levels based on the 65th to 90th 
percentile, which are deemed out of reach for 
the minimum wage. The difference between 
the observed wage and the latent (estimated) 
wage then is a measure of the amount of 
spillover pay. It is expected to be large around 
the level of the minimum wage, decrease 
to zero when minimum wages are low, and 
increase proportionally when minimum wages 
increase above the latent wage levels. Figure 
2 shows local polynomials for all workers and 
for a subgroup of workers without turnover. 
If spillovers were due to disemployment, the 
dashed line in the graph would be closer to 
zero- around the point where minimum wages 
equal latent wages (the zero-point on the 
x-axis). This is not the case, so at the sector 
level, there seem to be no disemployment 
effects behind spillovers. 

The analyses confirm previous findings 
concerning the negative effects on wage 
inequality in the lower tail and the absence of 
strong disemployment effects. To find effects 
that are similar to economies like the US in  
a strongly institutionalised wage setting 
context with long standing minimum wages 
and automatic adjustments to the cost of 
living, is remarkable. Yet the uncontrolled OLS 
model in figure 1 indicates that there is, in fact,  
a strong effect of wage compression linked  
to the structure of sectors. This may have to do 
with different economic or technological needs 
within sector pay differentials, or with the 
organising power of employees, giving rise  
to such institutions as sector minimum wages, 
but also compressing wage inequality in 
general. This would be an argument to take 
collective bargaining into account when 
discussing EU-wide minimum wage policies.
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Figure 2  Deviation from the latent wage distribution, by distance to the minimum 
wage level (Belgium 1996 - 2006)
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Figure 1  Effect of minimum wages on wage inequality, by percentile of the wage 
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1  Schwieren and Weichselbaumer (2010), for instance, provide empirical evidence that the pressure of competition enhances cheating as a form of competitive advantage. Shleifer (2004) argues that 
competition leads to a decline in ethical behavior, thereby mentioning child labor, corruption, excessive executive pay and earnings manipulation as phenomena reinforced by competition. Falk and 
Szech (2013) present evidence that a frame of market competition leads participants to significantly downplay or suppress any moral considerations.

2  Hobbs and Tucker (2009) show empirically that in the last decades trade liberalization resulted in major job losses and a downward pressure on labor standards in many countries in Africa and Latin 
America. For example, in Zambia unemployment almost doubled and earnings decreased by 14% within five years of trade liberalization. Currently, 20 years after trade liberalization, 95% of the 
workers are living below the poverty line of $2 a day.

Making Morality Matter: 
Civilised Markets and 
European Values 

Unfettered market forces tend 
to undermine universal moral 
concepts like justice, human 
dignity or fairness. In dealing with 
this dilemma, this article proposes 
to establish a new European 
institution ensuring that free 
entrepreneurship and open markets 
are eventually compatible to those 
basic and universal values that also 
serve as moral cornerstones of the 
European project.

Market Competition and  
European Values

Market competition is strongly associated 
with the search for comparative advantages, 
which in turn leads to innovations dedicated to 
outmanoeuvre one’s competitors. While many 
innovations occurring in this context bring 
forth new technological and organisational 
capabilities and, hence, increase our well-
being, some forms of market innovation 
have the opposite effect. Specifically, the 
avoidance of social and moral obligations 
can create a competitive advantage: those 
market participants who are least restraint by 
moral considerations exert pressure on those 
participants who hold on to more ambitious, but 
also more expensive moral and social standards. 
Hence, unfettered market competition bears 
the tendency to erode these moral and social 
standards. This tendency has not only been 

observed in economic contexts and experiments 
on economic behaviour,1 but also in other 
competitive spheres conventionally not included 
in the economic realm (e.g. the numerous 
occurrence of doping in professional sports). 

“Marginal Ethics” in  
International Trade

This mechanism, which is still a blind spot 
of standard economic theory, is referred to as 
marginal ethics (Streeck 2011). The tendency of 
moral erosion is especially forceful in the context 
of international trade, since differences with 
respect to moral and social standards can be 
exploited on a much greater scale. Among the 
consequences is the deterioration of working 
conditions, downward pressure on wages, 
the growth of child labour, environmental 
degradation and a decline in product quality.2 

In contrast to this development, the 
concept of a civilised market postulates that 
free entrepreneurship and open markets can be 
compatible to those universal values that also 
serve as moral cornerstones of the European 
project (like justice, dignity or fairness). In 
order to accomplish this goal we propose to 
establish a new European institution dedicated 
to reverse the adverse impact of market 
competition on morality.

Top Runner Program  
as an Archetype

The Japanese Top Runner Program serves as 
an empirical archetype for such an institution. 
Established in Japan 14 years ago, it imposes 
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3  See e.g. ILO (2010, 2013), Obert (2011), UN (2012).

energy efficiency standards for a great number 
of products sold on the Japanese market (e.g. 
cars, air conditioning systems, refrigerators etc). 
These standards are set for a period of 3 to 10 
years. At the end of the period each product 
has to conform to this standard, otherwise 
they will be banned from the Japanese market. 
When setting such standards, the most energy 
efficient product within a certain class of 
products is taken as a regulatory benchmark 
(METI 2010). The intention of the Top Runner 
Program is thereby to channel the innovative 
capacities of markets into those areas where 
they seem most beneficial for society as 
a whole (in this case the area of energy 
efficiency).

European Agency for  
Commodity Surveillance

Similar to the Top Runner Program, we 
propose to establish a European Agency for 
Commodity Surveillance, which should set and 
enforce minimum standards for goods sold on 
the European market. These minimum standards 
should refer to criteria of work and employment 
conditions (living wages, restrictions on the 
length of the working day, safety standards 
etc.) as well as product quality (energy 
efficiency, longevity, impact on environment 
and health). Those firms whose products do 
not meet these standards within the required 
period, will be sanctioned, that is, lose access 
to the European market. Since such a task is 
of considerable size, we propose necessity and 
principal enforceability as two main criterions for 
prioritisation or inclusion of products. Possible 
examples for commodities eligible according to 
these criteria are clothing or rare metals used in 
the IT industry, since these goods are produced 
primarily by wage labour (enforceability) under 
inadequate conditions (necessity) and relate 
only to a limited number of different stages 
of production (enforceability).3 Moreover this 
agency will need a considerable amount of 
human and financial resources. In consideration 
of the large and increasing amount of (often 
very young and well educated) unemployed 
people in Europe, we propose to implement 
it as part of a pan-European deficit spending 

program with special focus on Southern Europe. 
Similar to the Top Runner Program, which aims 
at making energy efficiency a more important 
criterion for inter-firm competition, the 
European Agency for Commodity Surveillance 
should aim to reverse the trend of eroding social 
and moral standards associated with marginal 
ethics. Hence, such an institution explicitly 
aims at making morality matter in market 
competition.
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1  Regions with GDP per capita below the threshold of the 75% of the EU average GDP per capita are eligible for Structural Funds support.
2  Functionings can be understood as the person achievements in the distinct dimensions that constitute her life.

A Progressive Approach to the  
Measurement of Regional  
Performance in the European Union 

The primary goal of the Regional Cohesion 
Policy is the overall harmonious development 
in the European Union (EU), i.e., reducing 
disparities between the levels of development 
of the various regions and the backwardness 
of the least fortunate regions. Structural Funds, 
allocated by regional Gross Domestic Product 
(GDP) per capita,1 are the main instrument 
used to achieve cohesion objectives. Empirical 
evidence shows that, despite recurrent economic 
and social cohesion goals, EU socio-economic 
inequalities between both people and regions 
have been rising in the majority of Member 
States over the last three decades, and are now 
higher than in 1980 (Eurostat) due to the impact 
of the economic crisis. This separation between 
economy and society could be potentially 
overcome by including a measure of social 
well-being in models of regional performance 
(Perrons, 2012). In effect, the Commission is 
increasingly demanding a more performance-
oriented cohesion policy (Barca and McCann, 
2011; European Commission, 2009a, 2009b), 
and several international organisations are 
currently constructing multidimensional indexes 
of development or quality of life (i.e., United 
Nations, World Bank and OECD).

Drawing from the capabilities approach 
(Sen, 1980, 1987, 1992; Nussbaum, 
2000, 2011) and recent trends in well-
being (i.e., Stiglitz et al., 2009), we present 
a multidimensional approach to the 
measurement of regional performance, an 
alternative to the single and strictly economic 
criterion of the GDP per capita. We attempt 
to measure regional performance in terms 
of people´s well-being and progress. That 
is, we aim to assess the degree of relative 
disadvantage of the European regions taking 

the achieved functionings2 in relevant areas 
of well-being as reference points. With this 
in mind, we propose a composite index (RDI, 
Regional Development Index) that measures 
regional performance in the 269 regions 
of EU28 in 2009 from a multidimensional 
perspective, by including 16 indicators of 
health, education, employment, inequalities in 
income, inequalities in gender, and poverty. 

The composite index is calculated using 
two distinct multivariate methods, Distance P2 
(Pena Trapero, 1977) and Principal Component 
Analysis (PCA). Distance P2 and PCA are 
aggregation methods that map multiple 
dimensions into a one-dimensional index. 
For the Distance P2, we have taken as each 
indicator baseline the worst possible value 
recorded for any of the variables, hence the 
results of the composite index show the level 
of development of each region in comparison 
to the remaining EU regions. PCA extracts from 
the multiple variables that jointly determine 
an underlying, non-measurable concept the 
principal triggering factors of that underlying 
concept. The Distance P2 and PCA results 
provide a ranking of regions from high to low 
level of development and show which factors 
contribute the most to regional development. 

We find that, given the indicators 
selected –conditioned on data availability- 
and independently of the multivariate 
method followed, Stockholm in Sweden and 
Severozapaden in Bulgaria are, respectively, 
the most developed and the least developed 
regions. Interestingly too, employment (female 
and male), related aspects and GDP per capita 
adjusted by inequality and education are key 
determining factors of regional development. 
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In addition and according to one of the 
mathematical properties of the Distance P2 
method, Stockholm’s development level is three 
times larger than Severozapaden’s. Hence, large 
territorial disparities exist within the EU.

Some regional policy implications arise 
from a change in the Structural Funds 
allocation rules. The application of the 
proposed multidimensional approach, instead 
of the traditional GDP per capita, and with 

an equivalent budgetary effort regarding the 
population benefitting from these funds, 
results in a distinct map of priority regions. 
Some regions of Belgium, France, Greece, 
Germany, Italy and Spain –thus, of the old and 
Mediterranean Europe– would be considered 
as priority regions; whereas some other 
regions, mainly from Eastern Europe, would 
not be considered so (see Map 1). There is 
plenty of material for discussion at the level of 
the EU Regional Policy.
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Regions less developed according to RDI with GDP per capita greater than 75% EU28 average.

Regions more developed according to RDI with GDP per capita lower than 75% EU28 average.

Map 1  EU regions affected by a change in the Structural Funds allocation rules
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In the summer of 2010, the IMF’s Chief 
Economist Olivier Blanchard and Carlo 
Cottarelli set out “Ten Commandments” for 
fiscal consolidation in advanced economies. 
The recommendations were published at 
a time of near chaos in the public finances 
of economies affected by austerity policies, 
caused by the global financial crisis and 
the subsequent fiscal stimulus and bail-out 
packages. In EU-27, fiscal deficit peaked 
at almost 7% of GDP in 2009 and fiscal 
imbalances still seem to persist in the medium-
term, while the debt-to-GDP ratio exceeded 
100% on average in OECD countries since 
2011. In the US, the budget deficit exceeded 
1 trillion dollars in 2009 for the first time in its 
history. The fiscal crisis has been particularly 
severe in certain countries, predominantly 
Greece, but also Ireland and Portugal which 
have been involved in rescue packages jointly 
funded by the IMF, the EC and the ECB. 
Foremost, it was made evident that fiscal 
imbalances raise risks which are no longer 
country-specific.

With the bulk of developed countries 
having embarked on fiscal adjustment 
programs, the Ten Commandments show 
the shift of attention from the necessity to 
consolidate (which is taken for granted) to the 
importance of how you consolidate. Indeed 
a fast-growing strand of empirical literature 
attempts to identify why some countries 
in the past have been more successful in 
consolidating their budgets than others, 
with the conclusions serving as a blueprint 
for policymakers. In this spirit, it has been 
rather convincingly argued that fiscal 
adjustment programs relying mainly on primary 
expenditure cuts rather than on tax revenue 

increases tend to lead to more sustained 
reductions in deficit and debt (e.g. Alesina 
and Ardagna, 2009, Molnar, 2012). This 
result has had a rather huge impact on policy 
making, guiding policy recommendations of 
international organisations and policy action in 
many cases (OECD, 2012).

The present paper deals with 
Commandment VI, which has been granted 
perhaps the least attention research-wise, that 
is “you shall be fair”. The lack of empirical 
studies on whether fairness is an ingredient 
of successful fiscal consolidation is clearly at 
odds with its popularity among international 
organizations and politicians who stress 
that fiscal adjustment should be equitable 
(Dao and Loungani, 2010). It is only very 
recently that a growing concern to empirically 
assess the distributional consequences of 
fiscal consolidation programs (for example, 
Rawdanowicz et al, 2013) has been felt. Yet, 
distributional issues are being brought to the 
fore of economic policy debates as a response 
to the adverse effects of the financial crisis 
and austerity measures on the well-being of 
citizens.

We argue, instead, that fairness is an 
essential ingredient of successful fiscal 
consolidation programs, not just a matter 
of philanthropy. We studied consolidation 
episodes for 29 OECD countries over the 
period of 1971-20091 and considered aspects 
of fiscal adjustment disproportionally affecting 
different parts of income distribution in an 
attempt to explore whether these make 
any difference in the potential success of 
such adjustment. From a methodological 
perspective, we employ approximately the 

1   The data set for fiscal and monetary variables is taken from the OECD Economic Outlook data base, but we have also used a variety of other sources for our explanatory variables, including the OECD 
Social Expenditure database, the OECD Health database, several Eurostat publications, the World Tax Database, etc.
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same country sample and time period as 
Alesina and Ardagna (2009 and 2012) and we 
define fiscal consolidation attempts and criteria 
for their success in a way consistent with pre-
existing studies (e.g. Alesina and Perotti, 1997, 
Arin et al, 2012). 

When fairness proxies are not taken into 
account, our data confirms the well cited and 
least contested result of the literature on the 
success determinants of fiscal consolidation, 
i.e. that spending-cut based adjustments are 
more likely to succeed (e.g. Alesina and Perotti, 
1995). We, subsequently, challenge this result 
and argue that quality aspects of consolidation 
programs, hinging on their fairness, might be 
more important in enhancing the probability of 
success. When “fairness” variables are taken 
into account, the evidence fails to support 
the superiority of expenditure cuts. In this 
case, the decomposition of fiscal adjustment 
into overall expenditure and revenue change 
components loses its explanatory power. 
Improving the targeting of social transfers 
and their effectiveness in terms of poverty 
alleviation, increasing public expenditure on 
training and active labour market programs 
and social transfers like social housing directed 
to the poor, even decreasing the VAT rate on 
necessities are shown to play an important 
role in securing a sustained deficit reduction. 
The importance of fairness can be explained 
through the political economy lens of 
strengthening public support, but one could 

also argue that “distributionally sensitive” 
adjustment programs imply a softer attack on 
the incomes of those who have the highest 
marginal propensity to consume, therefore 
limiting the negative impact of consolidation 
measures on demand. 

The main findings of the paper support 
policy conclusions that seem to be relevant 
especially in the aftermath of the post-2007 
global financial and economic crisis. They 
provide some answers to very recent concerns 
that fiscal consolidation might become harder 
if governments turn a blind eye on how the 
burden of consolidation spreads across income 
distribution. Indeed, recent fiscal consolidation 
attempts, at least in Europe, have been met 
with increasing percentages of the population 
falling under the poverty threshold2 and often 
with extreme public dissatisfaction, manifesting 
itself in several ways. The results of this paper 
provide some empirical evidence to suggest 
that ameliorating the effects of adjustment 
on the weaker parts of society is crucial. It 
also paves the way for more research on the 
question of whether “fair fiscal adjustments” 
provide the double dividend of promoting 
social cohesion, and enhancing the probability 
of success of the adjustment. 

Acknowledgements: We are grateful 
to Tony Atkinson, David Newbery and Elias 
Papaioannou for their insightful comments.  
All remaining errors are ours. 

2  The percentage of people at-risk-of-poverty as a percent of the total population has increased in the EU since the onset of the crisis, and the increase has been particularly severe in countries involved 
in heavy consolidation programs. The percentage of people at-risk-of-poverty increased between 2008 and 2011, for example, in Ireland from 23.7 to 29.9%, in Greece from 28.1 to 31% and in 
Spain from 22.9 to 27% according to Eurostat data based on the corresponding EU-SILC survey years (http://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=ilc_peps01&lang=en). Given that the 
poverty threshold stands at 60% of equivalised median income and that most European countries were in recession during the same period, such data underreport the worsening of living conditions in 
absolute terms.
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The European Economic Governance:  
Problems and Proposals for  
Institutional Innovations 

The European economic governance reflects 
an economic constitution made by rules, policies 
and institutional practices aimed to establish a 
fiscal-monetary policy mix, competition rules, 
financial markets regulations, the single market 
and international trade policies. When the euro 
was created, monetary policy was established as 
a centralised policy, while fiscal policy remained 
in the hands of national authorities under some 
institutional arrangements for sound budgetary 
policy and an ex-ante control by the European 
Commission. 

As explained by Marco Buti and André Sapir 
“there is no instance of a group of countries 
with a single currency controlled by a single 
central bank, where each state retains such a 
large degree of political and fiscal autonomy as 
in the Economic and Monetary Union (EMU)”.1 
This asymmetry between the centralised 
decision-making process for monetary policy 
and 18 fiscal policies, is the paradox of the 
euro area. With the creation of the euro area, 
governments have chosen to ignore the short-
run interaction between monetary and fiscal 
policies and the interactions between national 
fiscal policies. The existence of such a potential 
conflict was recognised by the Luxembourg 
Council in 19972 and two years later by the 
founding father of the European single currency 
Tommaso Padoa-Schioppa.3 The institutional 
transformation following the crisis has impacted 
on decision-making based on the voluntary 
co-ordination of member states’ governments, 
showing that whatever form of “voluntary” 
participation in such a type of policy area may 
compromise its effectiveness. It was already 
clear in Padoa-Schioppa’s view: “if defined as a 
systemic engagement by different policy-making 
entities to take joint decisions permanently, 

co-ordination is an intrinsically weak even self-
contradictory process”.4

A comparative perspective with alternative 
models of governance furnishes important 
analytical indications. According to the Nobel 
Prize laureate in economics Thomas J. Sargent: 
“the fiscal institutions of the EU today remind 
me of those in the US under the Articles of 
Confederation. The power to tax lies with 
member states. Unanimous consent by member 
states is required for many important EU-wide 
fiscal actions”.5

Today the EEG is a governance of rules 
and not a governance of political institutions 
and rules. It delegates to the rules every aspect 
of the control of the policies and it does not 
include a democratic decision-making process 
nor a role for political institutions. The current 
governance has been shaped as a setup of 
constraints upon political margin of discretion, 
applying the central tenet of ordoliberalism 
with the aim to use strong rules in order to 
reduce the discretionary exercise of powers by 
institutions so as to avoid an arbitrary use of 
them. This principle has achieved an extreme 
effect at the European level, not to avoid 
arbitrary use of political powers but to keep 
political responsibility and participation out of 
the decision-making process. 

It is quite clear that such a model of 
governance, which is made only by rules 
without any role for a democratic policy-making 
process, imposes a de facto limit on the political 
rights of European citizens. This means that 
there is a control exercised by rules over the 
European citizens rather than a control by 
the European citizens over rules and policies. 
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This problem of a substantial absence of 
legitimacy and democratic control will probably 
be extended to a new area of the European 
economic governance, that one of the Banking 
Union.6

The three main problems of the European 
economic governance are the asymmetry in the 
policymaking process for centralized policies and 
decentralized ones, ambiguities related to the 
coherent functioning of the euro area and the 
EU as well as of distribution of powers between 
national institutions and supranational ones, 
which implies the dilemma of legitimacy of the 
European economic governance and its rules. 

Policy proposals and  
institutional innovations

In order to try and solve these three 
problems of the European economic 
governance, three proposals for reforms of the 
European economic governance are described 
below: 

 a)  A single fiscal policy for the euro area. It 
is necessary to deal with the legacy costs 
of the initially flawed design of the euro 
area as well as fixing the design itself.7 As 
Sargent argued, “monetary and fiscal policies 
cannot be independent. They must be co-
ordinated”.8 The fiscal policy should have 
three dimensions: a national dimension, a 
transnational one and a European dimension.  
Concerning the national dimension, it 
should be oriented to fiscal responsibility 
and sustainability in the form of a golden 
balanced-budget rule. European leaders 
should amend the pure balanced-budget rule 

required by the Fiscal Compact into a golden 
balanced-budget rule as those ones used in 
the US which allow borrowing for long-
term public investment when the budget 
is not balanced, because the speed of the 
deficit reduction is moderated by the rate of 
growth.9  
The transnational dimension should be used 
for realising fiscal solidarity in the form of 
a European solidarity system or in the form 
of a European unemployment insurance 
system.10 The European dimension should be 
considered as a triple fiscal capacity, including 
its own resources, the ability to borrow 
money autonomously from member states 
and fiscal stability as the mechanism for 
absorbing asymmetric shocks.  
The fiscal reliability can be realised with the 
creation of a European Debt Agency (EDA).11 
Debt should be considered as an instrument 
for necessary long-term investment; therefore 
it should not be demonised nor deified.

 b)  The EU should provide itself with a budget 
for exercising the function of countercyclical 
fiscal policy with the aim to contrast the pro-
cyclical expenditure cuts at the state level. 
Accordingly, the EU Budget should replace 
the Multiannual Financial Framework(MFF) 
with an allocation of resources directly 
decided by the European institutions.  
This implies three elements: an own-resource 
system based on tax-raising power, flexible 
spending power in areas of EU competence.  
According to Giuliano Amato “the value 
and the solidity of the single currency 
would depend not on the debts of the 
member states, but on the treasury of the 
supranational level”.12 

6  Ángel Ubide, How to Form a more Perfect European Banking Union, Peterson Institute for International Economic, Washington(DC), October 2013, p. 2.
7  INET Council on the Eurozone crisis, Breaking the Deadlock: A Path Out of the crisis, Institute For New Economic Thinking, 23rd July 2012.
8  Thomas J. Sargent, Nobel Prize Lecture: United States then, Europe now, 1st February 2012, p. 30.
9  Vivien A. Schmidt, Can the EU Bicycle Turn into a Jet Plane by 2020? Two Pathways for Europe, German Marshall Fund, 2012, p. 3.
10  German Institute for Economic Research, Von Sebastian Dullien and Ferdinand Fichtner, An unemployment insurance for the euro area, DIW Wochenbericht Nr. 43.2012, October 2012, http://www.

diw.de/sixcms/detail.php?id=diw_01.c.410751.de. 
11  ‘Completing the euro - A road map towards fiscal union in Europe’, Studies & Reports No. 92, Notre Europe - Jacques Delors Institute, June 2012, p. 7.
12  Giuliano Amato, A Democratic Solution to the Crisis: Reform Steps towards a Democratically Based Economic and Financial Constitution for Europe, WHI Occasional Study, NomosVerlagsgesellschaft, 

Baden-Baden 2012, p. 88.



 c)  As argued by European Central Bank 
President Mario Draghi “if we want to 
have a fiscal union we have to accept the 
delegation of fiscal sovereignty from national 
governments to some form of central 
[authority]”.13 The establishment of an 
institution responsible for fiscal policy as a 
European Minister of Finance and Economic 
Affairs can counterbalance the lack of a 
democratic and accountable decision-making 
process where rules have eroded the political 
functions to represent, control and decide.
The Minister should be responsible to the 
European Parliament in a shared decision-
making process and represent the Union 
in the global economic governance‘s fora 
where Europeans are overrepresented but 
underperforming.14 

As a result of these three main problems, 
the current European economic governance 
and the economy are weakened, rules are 
ineffective and European democracy is partially 
compromised alongside citizens’ political rights 
being limited. These three proposals can change 
the European economic governance, making the 
European economy stronger and the European 
institutions more accountable.

The current rules have made the European 
economic governance insensitive to the 
problems of people. Democracy requires 
procedures and political participation to control 
public decisions and make possible a clear 
distinction of responsibilities between the 

institutions, building institutional credibility 
and implementing the basic principles of 
transparency and accountability. EU institution 
building should be oriented around establishing 
an economic governance of new political 
institutions and policies capable of promoting 
income growth, more equality and better 
employment opportunities. Only political 
institutions have a direct responsibility to the 
people and therefore they have to consider the 
problems of citizens as their priorities. 

New signs of poverty have appeared in our 
countries and they have been accompanied 
by a decline in the value of work and the 
desertification of economic, social and cultural 
rights. The crisis has forced us to re-plan our 
journey, to set ourselves new rules for changing 
the current economy of exclusion into an 
economy at the service of an integral human 
development.

If we want to protect and to improve our 
conditions of personal and collective security, 
our quality of life and future horizons of 
progress against material and immaterial threats, 
against the traps of economic stagnation and 
international marginalisation, we need to 
bring back the economic governance within 
the boundaries of its social function and 
responsibility.

In this spirit, we should address the 
difficulties of the present time, in this way 
Europeans should face common challenges.

13  Mario Draghi, Introductory statement to the press conference, Barcelona, 3rd May 2012.
14  Balfour Rosa, Emmanouilidis Janis A., Martens Hans, Wyles John, and Zuleeg Fabian, A Schuman Declaration for the 21st Century, European Policy Centre, 2012.
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The Political Economy of Early and  
College Education – Can Voting Bend  
the Great Gatsby Curve? 

High-earnings inequality goes hand in hand 
with low intergenerational earnings mobility 
across developed countries. This means that 
in a country with a more unequal distribution 
of earnings, the share of earnings transmitted 
from the parents to children tends to be greater. 
This relationship is referred to as the Great 
Gatsby Curve and can be seen in Figure 1. 
What causes these unequal outcomes and how 
are they transmitted to future generations? 
Considering that public education expenditures 
are negatively associated with inequality across 
countries, while private education expenditures 
are positively so, makes education the primary 
suspect as a generator of the Great Gatsby 
Curve.

The Great Gatsby Curve raises concerns 
about equality of opportunity. In countries 
where a greater share of earnings distribution 
is passed on from parents to their children, the 
children also inherit a more unequal earnings 
distribution. The US was originally associated 
with the “American Dream”, the ideal that 
everybody can make it in life. Now we know 
that the US is not only amongst the most 
unequal countries, but also among the most 
rigid societies in the developed world. This is 
also where the name “Great Gatsby Curve” 
comes from. It is adopted from the novel by 
Scott Fitzgerald, which can be interpreted as a 
challenge to the “American Dream”.

When inequality is high the gap between 
what rich and poor parents can invest in their 
children is large. However, if we assume that 
public education is determined through voting, 
then one could expect it to act as a mitigating 
force. Due to the redistributive nature of public 
education, classical models would predict a 

greater demand for education when inequality 
is higher, which to some extent would level the 
playing field in terms of education received by 
the rich and the poor. The cross-country data 
in Figure 2 indicates that this does not seem 
to be the case. If anything, public education 
expenditures are actually negatively associated 
with inequality; meaning, in contrast to what 
classical models would predict, countries 
with higher inequality tend to invest less in 
public education. How can we explain this 
phenomenon? If we accept that the rich prefer 
private education on the basis that a large share 
of public education would have to be financed 
out of their own pockets and that policies are 
biased in their favour, then we could observe 
low public education expenditures despite high 
inequality. Assuming that policymakers cater to 
those who are actually turning out at elections, 
differences in the bias of voter turnout towards 
the educated across countries can account for 
low publicly provided education despite high 
inequality. 

In order to avoid jumping to conclusions 
from simple correlations, a model is built to 
investigate the interplay between the three 
fundamental institutions in the determination 
of a child’s future: the family, the labour market, 
and the state. In the overlapping generations 
model, resembling the one byRestuccia and 
Urrutia (2004), people vote on their preferred 
level of publicly provided education. Early 
education, which corresponds to primary and 
secondary education, is provided publicly, 
but parents can also invest privately. Later 
households make the college decision. In 
the model, children of rich parents have the 
advantage that their parents can invest more 
into them privately at the early stage and 
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have no problem paying for college, which is 
particularly important because college is a risky 
investment as one can drop out. 

It is crucial to the model that households 
vote on public early education expenditures and 
a subsidy to college attendants. In the voting 
process, modelled through probabilistic voting, 
the policymaker is assumed to be responsive to 
those who are actually turning out at elections. 
Voter turnout is not 100% in most countries. 
In the US, for instance, people with college 
education are much more likely to vote than 
those who only attended high school. In the 
proposed model, voter turnout by age and 
education is taken from the data and assigned 
as the weight someone receives in the weighted 
social welfare function, which the policymaker 
maximises when deciding on the policies. The 
model is calibrated to replicate the US economy 
closely in terms of the Gini, intergenerational 
earnings persistence, and private and public 
education expenditures. What we see in the 
US, in the model as well as in the data, is high 
inequality and low mobility, particularly at the 
bottom and the top of the earnings distribution. 

In a counterfactual exercise the model is 
tested by asking the question: what share of 
the cross-country differences in inequality and 
intergenerational mobility can be explained if 
voter turnout by age and education in the US 
were the same as in other OECD countries? Voter 
turnout is increasing in age and education across 
countries, however, to a different extent. One 
reason for the bias in voter turnout in the US is 
the registration process. Other possible factors 
are the fact that elections in the US are held 
on a weekday, the disenfranchisement of (ex-)
convicts, and non-proportional representation. 
For example, in Denmark the college educated 
are very likely to vote but, in contrast to the 
US, so are the high school educated. Assigning 
the voting weights according to Denmark’s 
voter turnout decreases intergenerational 
earnings persistence by 12% and the Gini by 
2%. The intuition is, now that parents with 
lower education and therefore lower earnings 
receive more weight in the voting process, 
public expenditures on early education increase. 

Improved early education prepares more poor 
children to enter college. When more children 
from poor households enter college, public 
support for the college subsidy increases, thereby 
further alleviating barriers of entry to college. 
Equalising opportunities at both educational 
stages is what makes a child’s outcome less 
dependent on the parent.

Repeating this exercise for Canada, Finland, 
Germany, Norway, Sweden, and the UK, on 
average explains nearly one-fourth of the 
differences between the US and these countries 
in inequality and intergenerational mobility. 
Simply the fact that the bias towards the 
educated in voter turnout is greater in the US 
can account for a large share of the differences 
in the Gini and intergenerational earnings 
persistence! As a robustness check, the same 
counterfactual exercise is repeated by replacing 
voter turnout with party membership, by age 
and education, as the weights in the voting 
process. One might argue that participation in 
parties is what forms and shapes the political 
agenda. The results are similar and patterns are 
unchanged. Political participation seems to be 
an important factor explaining differences in 
inequality and intergenerational mobility across 
developed countries.

Given that this approach performs well 
at the cross-country level, the logical next 
step is to consider what effect voting policies 
could have. One possibility to address a bias in 
turnout is by forcing everybody to vote. Chong 
and Olivera (2008) provide empirical evidence 
that compulsory voting has an equalising 
effect on income distribution across countries. 
What happens in the model when enforcing 
compulsory voting is that the poorer households 
have more weight in the voting process, leading 
to 10% reduction of intergenerational earnings 
persistence, mainly attributable to an increase 
in public expenditures on early education. From 
a policy perspective, these findings are not to 
be interpreted as a call for mandatory voting, 
but more of a suggestion to remove barriers to 
voting and to raise awareness that expressing 
one’s voice at the polling booth can increase 
equality of opportunity.
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INEQUALITY: CONSEQUENCES FOR SOCIETY, 
POLITICS AND PEOPLE
PUBLIC EVENT - EUROPEAN PARLIAMENT, BRUSSELS
WEDNESDAY 5th AND THURSDAY 6th MARCH 2014

The world, and Europe in particular, is still struggling to come to terms with the crisis, more 
than five years after the Lehmans collapse. Beyond the dysfunctional behaviour of large parts of the 
financial sector, the crisis is rooted in rising inequality, now exacerbated by policies of severe austerity. 
That is why inequality was chosen as the leading theme of this Progressive Economy Forum.

The aim of this annual Forum was to stimulate and reinforce progressive ideas across 
the academic, political and wider communities, and to galvanise corresponding policy 
actions in the economic and social fields. 

 DAY 1:   
  WEDNESDAY 5 March 2014, 14.30-18.00

14.30-16.30         OPENING PLENARY SESSION  
Is inequality a major challenge and why? How should it be addressed? 
 
 Hannes Swoboda, President of the S&D Group in the European Parliament 
 Jean-Paul Fitoussi, MEP, S&D Group coordinator on economic affairs 
 James K. Galbraith, University of Texas, USA 
 Kate Pickett, University of York 
 
 This session is chaired by:  
Udo Bullmann, MEP, Germany, Head of the SPD Delegation in the S&D Group 
Policy recommendations emerging from this session will be provided by  
Professor Jérôme Creel, OFCE

16.30-18.00         PROGRESSIVE THINKING IN THE MAKING  
Four parallel academic sessions (call for papers) - Part 1 
 
 ALTERNATIVES TO AUSTERITY - Chaired by Scientific Board member 
Stephany Griffith-Jones (Room: ASP 5G-1) 
 
- Employment led-recovery for Europe: an alternative to austerity, Giovanni 
Cozzi, Terry McKinley, Jo Michell 
- Alternative Banking and Recovery from Crisis, Kurt Mettenheim and Olivier 
Butzbach 
- Could an investment plan work?, Martin Myant 
- Capital Income Shares and Income Inequality in the European Union, Kai 
Daniel Schmid and Eva Schlenker 
- Debt Redemption Fund: Conditio Sine Qua Non? Government Bonds in the 
Euro Area Crisis, Silke Tober

Progressive Economy Forum 2014
Programme
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    INEQUALITY AND THE CRISIS - Chaired by Scientific Board members 
Kate Pickett & Frank Vandenbroucke (Room: ASP 3G-3)

-  Income Distribution and Household Savings, Peter Bofinger and Philipp 
Scheuermeyer

- The 2008 financial crisis and inequality in Europe: impacts through market and
redistribution, Hulya Dagdeviren
-  Wage inequality and the growing influence of ‘minimum wage contours’: 
Exploring gender and sector patterns during the crisis in Europe, Damian 
Grimshaw

-  Income Inequality, Household Debt & Financial Fragility: A Cross-Country 
Analysis, Claire Lebarz

-  The efect of minimum wages in a strongly coordinated bargaining system, 
Sem Vandekerckhove, Guy Van Gyes, Maarten Goos

  REFORMING EUROPEAN ECONOMIC GOVERNANCE -  
Chaired by Scientific Board member Louka Katseli (Room: ASP 3H-1) 

-  Incredible projections and unreliable budgetary plans. Is this the path set for 
the fiscal policy in the EU member states?, Matteo Barberi

-  European unemployment benefit expenditure solidarity, Alain de 
Crombrugghe

-  Can euro area governance be improved?, Catherine Mathieu and Henri 
Sterdyniak

- An Optimum Currency Crisis, Paolo Pasimeni
-  New gender equality challenges in the context of new economic governance 

mechanisms in the European Union, Christa Schlager and Elisabeth Klatzer

  RETHINKING ECONOMIC POLICY - Chaired by Scientific Board members 
James Galbraith & Jill Rubery (Room: ASP 3G-2)

-  The Promise of Land Value Taxation. Sustainable Growth, Justice and a 
Blueprint for Switzerland, Andres Batista

-  Economic policy for closing the development gap between the West and East: 
the case of Hungary, Magdolna Csath

-  Social Democracy and Distributive Conflict in the UK, 1950-2010, Carlo 
Fiorio, Simon Mohun and Roberto Veneziani

-  Monetary policy in the liquidity trap and after: A reassessment of quantitative 
easing and critique of the Federal Reserve’s proposed exit strategy, Thomas 
Palley

-  A progressive approach to the measurement of regional performance in the 
European Union, Ángeles Sánchez-Domínguez and María J. Ruiz-Martos

19.30-22.00         EVENING DEBATE  
Creating more and better jobs in a competitive economy 
 
 Hannes Swoboda, President of the S&D Group in the European Parliament 
 Gerhard Huemer, Director for Economic and Fiscal Policy, UEAPME 
 Patrick Itschert, Deputy Secretary General, ETUC 
 Edouard Martin, Former Trade Union Representative, CFDT, France 
 Jill Rubery, Professor of Comparative Employment Systems,  
Manchester University 
 Emilie Turunen, MEP, S&D Group Rapporteur on the «Jobs Initiative»



 DAY 2:   
THURSDAY 6 March 2014, 10.00-18.00

08.30-10.00         PROGRESSIVE THINKING IN THE MAKING  
Four parallel academic sessions (call for papers) - Part II 
 
 ALTERNATIVES TO AUSTERITY - Chaired by Scientific Board member 
Stephany Griffith-Jones (Room: ASP 5G-1) 
- What is beyond the austerity, Davide Bazzana 
- A step too far? The European Financial Transactions Tax on shadow banking, 
Daniela Gabor 
- An Alternative to Austerity in Spain, M. Lambert and M. Lumbreras 
- Resolving Unemployment, Frank Roels 
 
 INEQUALITY AND THE CRISIS - Chaired by Scientific Board members 
Kate Pickett & Frank Vandenbroucke (Room: ASP 3G-3) 
- Optimal Fiscal Policy Design in the Eurozone and Private Sectors’ Hoarding, 
Alessia De Stefani 
- Wage gaps and human capital: looking for an explanation,  
Maurizio Franzini, Michele Raitano 
- The role of income inequality and wealth concentration in the recent crisis, 
Thomas Goda, Özlem Onaran, and Engelbert Stockhammer 
- The Political Economy of Early and College Education - Can Voting Bend the 
Great Gatsby Curve?, Christopher Rauh 
 
 REFORMING EUROPEAN ECONOMIC GOVERNANCE - Chaired by 
Scientific Board member Louka Katseli (Room: ASP 3H-1) 
- If you want me to stay, pay, Peter Claeys, Federico Martire 
- From Free to Civilized Markets: First Steps Towards Eutopia, Jakob Kapeller, 
Bernhard Schütz and Dennis Tamesberger 
- The European Economic Governance: Problems and Proposals, Matteo Laruffa 
- Testing subsidiarity in EU governance reforms, Renaud Thillaye 
- Governance reform and institutional quality, Francesc Trillas 
 
 RETHINKING ECONOMIC POLICY - Chaired by Scientific Board 
members James Galbraith & Jill Rubery (Room: ASP 3G-2) 
- Sustainability, social inclusion and the quality of life: Comparatively analysing 
potentials for prosperity without growth, Martin Fritz & Max Koch 
- Does fairness matter for the success of fiscal consolidation?,  
Georgia Kaplanoglou, Vassilis T. Rapanos and Ioanna C. Bardakas 
- Capital Account Mismanagement, Deleveraging and Unstable Economy in the 
European Union Periphery Countries: The Case of Croatia and Slovenia,  
D. Radoševic 
- Towards a Caring Economic Approach, Thera Van Osch

10.00-12.00         PROGRESSIVE VISIONS  
 
 Martin Schulz, President of the European Parliament 
Candidate-designate for Commission President, PES 
 Joseph E. Stiglitz, 2001 Nobel Prize Winner in Economic Sciences University 
Professor & Co-chair of the Initiative for Policy Dialogue at Columbia University, 
New York  
 Hannes Swoboda, President of the S&D Group in the European Parliament 
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14.30-16.30         SECOND PLENARY SESSION  
From crisis to well-being for all 
 
 Jörg Asmussen, Secretary of State for Employment and Social Affairs, Germany, 
and former member of the Executive Board of the European Central Bank 
 Peter Bofinger, Professor of Economics, University of Würzburg Member of 
the German Government’s Council of Economic Advisers  
 Nicolas Schmit, Minister for Labour, Luxembourg, and coordinating Minister 
for the Network of Employment and Social Affairs Ministers of the Party of 
European Socialists 
 Joseph E. Stiglitz, Nobel Prize winner in economic sciences (2001), University 
Professor and Co-chair of the Initiative for Policy Dialogue at Columbia 
University, New York 

16.30-18.00         POLICY ROUNDTABLES  
(parallel sessions) 
 
 SOCIAL + EUROPE = FUTURE (Room: JAN4Q2) 
Pervenche Berès, MEP, France 
Carsten Sieling, MP, Germany 
Laszlo Andor, European Commissioner 
Patrick Itschert, Deputy Secretary General, ETUC 
Frank Vandenbroucke, Professor, KUL Leuven, former Minister 
FAFO & JustJobs Network, European Just Jobs Index (presentation) 
Rapporteur: Andrew Watt, IMK 
 
 RE-INVENTING COHESION (Room: ASP3G3) 
Elisa Ferreira, MEP, Portugal 
Pilar Lucio, MP, Spain 
Stefano Fassina, MP, Italy 
Gustav Horn, Director, IMK, Germany 
Louka Katseli, Professor, Athens University, Greece 
András Inotai, Visiting Professor, College of Bruges 
András Vértes, Chairman, GKI Institute, Hungary 
Rapporteur: Danielle Schweisguth, OFCE 
 
 DEBT RESTRUCTURING ? (Room: ASP3G2) 
Anni Podimata, MEP, Greece 
Eduardo Cabrita, MP, Portugal 
Stephany Griffith-Jones, Financial Markets Programme Director, IPD, 
Columbia University 
Pedro Saura, MP, Spain 
Paolo Guerrieri, Senator, Italy 
Jacques Delpla, Adjunct Professor, Toulouse School of Economics 
Rapporteur: Christophe Blot, OFCE

19.30-22.00         EVENING DEBATE: JOURNAL «LIVE»   
Inequality: the challenge of the century 
 
 Pervenche Berès, MEP, France, Chairwoman of the Committee on 
Employment and Social Affairs in the European Parliament 
 Jim Clarken, Chief Executive, OXFAM Ireland  
 Gosta Esping-Andersen, Professor of Sociology, University Pompeu Fabra, 
Barcelona, Spain 
 Kate Pickett, Professor of Epidemiology, University of York, UK 
 Nicolas Schmit, Minister for Labour, Luxembourg, and coordinating Minister 
for the Network of Employment and Social Affairs Ministers of the Party of 
European Socialists
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